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PACKS 

I.     Country  Dealer  Problems. 

1.  Limitation  of  storage  period 31-36 

2.  Seed  wheat  supply  and  distribution Z7 

3.  Present  Grain  Corporation  contracts 37-53 

a.  Direction  of  shipments 38-44;  48;  51;  52;  126; 

129;  131-133;  220 

b.  Storage  privileges    37-39 

c.  Automatic  allowance  for  car  delays 35 ;  158 ;  235 

4.  Federal   grades    53-61 ;  220 

5.  Country  buying  margin 61-88 

a.  Should  it  be  fixed? 61-68 ;  70-74 

1.  If  so,  should  it  be  the  same  for  all  sections?..  63;  66; 

70;  7\;7Z;77;  79;  80 

b.  Suggested  basis   ' 63-6G ;  72  ;  73 

c.  Attitude  of  independent  elevators 70;  76 

d.  Attitude  of  line  elevators 72>;  77 ;  98 

6.  Local  mill  buying  competition 74-88 ;  99 ;  182 ;  186 

a.  Over  pricing  74-79 

b.  Over   grading    56-57;  79-80 

7.  Present  Food  Administration  reports  required 89-93 

8.  Has  stabilized  price  reduced  hazards  of  business? 94;  95 

9.  Country  dealers  attitude  as  to  encourage  farm  market- 

ings wheat   42  ;  47 ;  95 

10.  Has  country  dealer  earned  fair  return  past  year  ?..  95-102 ;  183 

a.  If  not,  was  it  due  to  poor  crop  outturn?. . .  .95-99;  102-108 

b.  If  not,  in  what  respects  was  limiting  of  opportun- 

ity due  to  Food  Administration  rules? 95-102;  108 

II.  Terminal  Problems. 

1.  Elevators     102-115 

a.  Scale  of  charges  for  service 102-108;  111 ;  221 

b.  Should  elevators  operate  solely  as  public  facilities 

and  not  do  any  merchandising? 103;  108-114 

c.  Mixing  and  treating  of  wheat  for  higher  grades. 

1.  Should  scale  of  charges  be  made  for  this  and 

open  to  all? 104;  110;  113-115;  123 

2.  Fire    Insurance   Limitation 115-119 

a.  Safety   requirements    119-120 

b.  Present  reports  required 120 

3.  Has  terminal  elevator  business  been  profitable? 121-125; 

168;  169 

a.  If  not,  to  what  extent  due  to  poor  crop  yields?. . .   121-125 

b.  If  not,  in  what  respects  was  opportunity  limited  by 

Food  Administration  ?    121-125 

c  If  not,  will  ensuing  next  few  months  overcome  any 

deficit?  121-125 
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II.     Terminal  Problems — Continued. 

4.  Commission   men   125-135 ;  221 

a.  Has  the  commission  basis  of  1  per  cent.  Grain 
Corporation  diverted  any  business  from  estab- 
lished commission  houses 125;   126;  130;  132 

1.  Loss  of  income  on  directed  wheat 126;  129;  130; 

133-135 

2.  Loss  of  income  on  terminal  buying 126-129; 

134-137;  184 

3.  Has  business  generally  earned  fair  return..  125;  137-1.38 

5.  Relative  market  basis 131 ;  132 ;  139^-144 

a.  If   stabilized  price  basis   necessary,   could   all   ter- 

minals agree  on  relative  basis  between  them..  132;  140-142 

b.  Effect  government  guaranteed  basis  various  mar- 

kets       143-144 

6.  Futures  Trading   144-169 :  221 

a.  Wheat  hedging  with  stabilized  price 144 ;  161 ;  163 

b.  Wheat  hedging  with  government  guarantee. .  144;  158;  165 

c.  With  coarse  grain  hedging,  will  established  traders 

earn    fair   return 144 ;  162 ;  167 

III.  Seaboard  Problems. 

1.  Elevators 109 ;    169-175  ;   206 

a.  Any  criticism  on  public  scales 169-173 

b.  Seaboard  mixing  for  higher  grades 172 ;  175 

c.  Have  they  earned  fair  return 169-175 

1.  If   not,   will  next   few   months   overcome   any 

deficit   171;    174 

2.  Exporters    175-180 

a.  Field  opened  bringing  grain  to  seaboard 175-177 

1.  Is  this  proper  field  for  maintenance 175-/i7S 

2.  Will  coarse  grain  business   maintain  seaboard 

houses   without   wheat 177-180 

IV.  Milling  Questions  as  Affecting  Grain  Handling 180-187 

V.    Coarse  Grain  Problems. 

1.  Present  regulations    187-205 

a.  Sixty  days'  supply 160 ;  166 ;  187 ;  194 

b.  Sixty  days'  sale  period  limitation ...  160 ;  163;  167;  190;  205 

2.  Allied  buying  confined  to  f.  o.  b.   seaboard 206 

3.  Neutral  buying  if  allowed 206 

4.  Present  reports  required 89-90;  92;  120;  234;  235;  252 

5.  Railroads    207-216 

a.  Aid  in  car  supply 207-215 

^  b.  Permit  system   175-178 ;  209-210 ;  215-216 

6.  Lake  Transportation    216-218 

a.  Assurance  of  tonnage  from  Lake  carriers,  as  last 

fall  216 

b.  Maximum   rate  policy 217 

'  c.  Assumption  controlled  discharge  at  Lake  ports  to 

prevent  vessel  blockade 217 
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VI.     New  Crop  Problems,  Wheat. 

1.  Price   stabilization    49 ;  59-60 ;  94 ;  220 

a.  Elimination  of  wheat  speculation 144 ;  158  ;  160-165  ; 

193;  220;  221 

b.  Government  guaranteed   price 19  ;  36 ;  43  ;  50;  61 ; 

143;  165;  221 

c.  Would  large  crop  press  on  guaranteed  price. . .  .36;  44;  48; 

106;  143 

d.  What  size  crop 19 ;  143 

e.  How    stabilize    if    contract    for    price    observance 

relaxed    50;  144;  145;  151;  164;  212 

2.  Relaxed  Control   : . .  19;  23  ;  26  ;  42  ;  48  ;  49;  7Z;  \77 

a.  Thirty  days'  storage 2,2>;  34-37 ;  104 ;  171 ;  186 

b.  Thirty  days'  sale  period 31;  170-172;  186;  197;  235 
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Government  guaranteed  basis 133 ;  143-168 
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CONFERENCE  OF  REPRESENTATIVES 

of  the 

GRAIN  TRADE  OF  THE  UNITED  STATES 

held  under  the  auspices  of  the 

UNITED  STATES  FOOD  ADMINISTRATION 
GRAIN  CORPORATION 

At  the  Chamber  of  Commerce  of  the  State  of  New  York 

New  York,  April  30th,  1918,  10  A.  M. 


Julius  H.  Barnes,  Chairman, 

President,  Food   Administration  Grain  Corporation, 

Duluth,  Minn. 

The  following  delegates  were  present : 

John  H.  Adams,  Tri-State  Country  Grain  Shippers'  Association,  Minne- 
apolis, Minn. 

E.  C.  Andrews,  Merchants'  Exchange,  St.  Louis,  Mo. 

A.  J.  Ames,  S.  F.  Grain  Trade  Association,  San  Francisco,  Cal. 
G.  W.  Anderson,  New  Orleans  Board  of  Trade,  New  Orleans,  La. 

C.  Lee  Abell,  City  Elevator  Exchange,  Buffalo,  N.  Y. 

F.  E.  Barker,  Ohio  Grain  Dealers'  Association,  Hamilton,  Ohio. 

D.  F.  Benson,  Minneapolis  Chamber  of  Commerce,  Minneapolis,  Minn. 
Harry  B.  Bingham,  Indianapolis  Board  of  Trade,  Indianapolis,  Ind. 
D.  L.  Boyer,  Missouri  Grain  Dealers'  Association,  Mexico,  Mo. 

H.  I.  Baldwin,  Illinois  Grain  Dealers'  Association,  Decatur,  111. 

Henry  M.  Brouse,  Cincinnati  Grain  &  Hay  Exchange,  Cincinnati,  Ohio. 

G.  A.  Breaux,  Louisville  Board  of  Trade,  Louisville,  Ky. 
Chas.  T.  Ballard,  Louisville  Board  of  Trade,  Louisville,  Ky. 
A.  B.  Black,  Chas.  Kennedy  &  Co..  Buffalo,  N.  Y. 

Alfred  Brandeis,  Division  of  Enforcement,  U.  S.  Food  Administration, 
Washington,  D.  C. 

Alexander  Bailie,  Seattle  Chamber  of  Commerce  and  Merchants'  Ex- 
change, Seattle,  Wash. 

H.  N.  Bean,  H.  N.  Bean  &  Co.,  Philadelphia,  Pa. 

Eugene  Blackford,  Baltimore  Chamber  of  Commerce,  Baltimore,  Md. 

G.  S.  Carkener,  Kansas  City  Board  of  Trade,  Kansas  City,  Mo. 

H.  Crome,  General  Public,  Winnipeg,  Man. 

G.  N.  Cassity,  Oklahoma  Grain  Dealers'  Association,  Tonkawa,  Okla. 

U.  F.  demons.  National  &  Oklahoma  Grain  Dealers'  Association,  Mar- 
shall, Oklahoma. 

Robert  R.  Clark,  St.  Joseph  Grain  Exchange,  St.  Joseph,  Mo. 

R.  L.  Callahan,  Louisville  Board  of  Trade,  Louisville,  Ky. 

Geo.  S.  Colby,  New  Orleans  Board  of  Trade,  New  Orleans,  La. 


L.  C.  Chase,  The  Ohio  Millers'  State  Association,  The  Mansfield  Elevator 
Co.,  Maiijfi'eld,  Ohio. 

W.  T.  Corneilison,  Peoria  Board  of  Trade,  Central  Grain  Exchange, 
Peoria,  111. 

A.  Cohn,  Merchants'  Exchange,  Portland,  Oregon. 

F.  T.  Caughey,  Detroit  Board  of  Trade,  Detroit,  Mich. 

L.  Duvel,  U.  S.  Department  of  Agriculture,  Bureau  of  Markets,  Wash- 
ington, D.  C. 

John  Dickson,  Grain  and  Hay  Exchange  of  Pittsburgh,  Pittsburgh.  Pa. 

H.  B.  Dorsey,  Texas  Grain  Dealers'  Association,  Fort  Worth,  Texas. 

F.  A.  Derby,  Topeka  Board  of  Trade,  Topeka,  Kan. 

C.  N.  Dannals,  Atlanta  Commercial  Exchange,  Atlanta,  Ga. 

H.  H.  Dewey,  Peoria  Board  of  Trade,  Peoria,  III. 

E.  C.  Eikenberry,  Grain  Dealers'  National  Association,  Camden,  Ohio. 

William  N.  Eckhardt,  Council  of  Grain  Exchanges,  Chicago,  111. 

G.  F.  Ewe,  Terminal  Elevator  Grain  M-Association,  Minneapolis,  Minn. 
Geo.  W.  Eddy,  Boston  Chamber  of  Commerce,  Boston,  Mass. 
Charles  England,  Chamber  of  Commerce,  Baltimore,  Md. 

Edgar   H.   Evans,    Acme-Evans    Co.    of   Indianapolis,    Board    of    Trade, 

Indianapolis,  Ind. 
L.  W.  Forbell,  N.  Y.  Produce  Exchange,  342  Produce  Exchange,  New 

York  City.  i 

J.  R.  Forsyth,  Denver  Grain  Exchange,  Longmont,  Col. 
John  M.  Flynn,  St.  Joseph  Grain  Exchange,  St.  Joseph,  Mo. 
O.  D,  Fisher,  Merchants'  Exchange,  also  Seattle  Chamber  of  Commerce 

and  Commercial  Club,  Seattle,  Wash. 
Paul  J.  Fransioli,  Tacoma  Chamber  of  Commerce,  Tacoma,  Wash. 
E.  A.  Fitzgerald,  Cincinnati  Grain  and  Hay  Exchange,  Cincinnati,  Ohio. 
W.    T.    Greely,    Northwestern    Grain    Dealers'    Association,    Great    Falls, 

Mont. 
L.  G.  Graflf,  Commercial  Exchange,  Philadelphia,  Pa. 
Geo.  E.  Gano,  Hutchinson  Board  of  Trade,  Hutchinson,  Kansas. 
Nisbet  Grammer,  Council  of  Grain  Exchange,  BuflFalo,  N.  Y. 
T.  P.  Gordon,  St.  Joseph  Grain  Exchange,  St.  Joseph,  Mo. 
Chas.   T.   Gwynne,   Secretary  N.   Y.   Chamber  of   Commerce,  65   Liberty 

Street,  New  York  City. 
W.  H.  Hayward,  Baltimore  Chamber  of  Commerce,  Baltimore,  Md. 
Thad.  L.  Hoffman,  Wichita  Board  of  Trade,  Wichita,  Kans. 
J.  S.  Hutchins,  Oklahoma  Grain  Dealers  Association,  Ponca  City,  Okla. 
Marshall  Hall,  Merchants  Exchange,  St.  Louis,  Mo. 
W.  E.  Harris,  Baltimore,  Md. 

W.  W.  Harrah,  Farmers'  Grain  Agency,  Pendleton,  Oregon. 
Charles  F.  Hegweiss,  U.  S.  Dept.  of  Agriculture,  Washington,  D.  C. 
Joy  M.  Hackler,  Chamber  of  Commerce,  Milwaukee,  Wis. 
Leo  C.  Hillmann,  New  York  News  Bureau,  26  Beaver  Street,  City. 
H.  F.  Hall,  Kansas  City,  Mo. 
Dudley  M.  Irwin,  Corn  Exchange,  Buffalo,  N.  Y. 
R.  C.  Gordon,  New  Orleans  Board  of  Trade,  New  Orleans,  La. 
M.  L.  Jenks,  Duluth  Board  of  Trade,  Duluth,  Minn. 
Frank  I.  King,  Toledo  Produce  Exchange,  Toledo,  Ohio. 
Kinton  Keilholtz,  Toledo  Produce  Exchange,  Toledo,  Ohio. 
James  L.  King,  Commercial  Exchange,  Philadelphia,  Pa. 


D.  B.  Kevil,  Missouri  Grain  Dealers'  Association,  Sikeston,  Mo. 
F.  F.  Krieg,  Liberty  Mills,  Nashville,  Tenn. 

J.  A.  Linderholm,  Omaha  Grain  Exchange,  Omaha,  Neb. 

H.  W.  Ladish,  Milwaukee  Chamber  of  Commerce,  Milwaukee,  Wis. 

F.  A.  Lallier,  Galveston  Cotton  Exchange  and  Board  of  Trade,  Galveston, 

Texas. 

E.  Lasker,  Galveston  Cotton  Exchange  and  Board  of  Trade,  Galveston, 

Texas. 
Henry  Larsen,  Wichita  Terminal  Elevator  Co.,  Wichita,  Kans. 
N.  A.  Leach,  Merchants'  Exchange,  Portland,  Oregon. 
Frank  J.  Ludwig,  Chamber  of  Commerce,  Boston,  Mass. 
C.  A.  Magnuson,  Chamber  of  Commerce,  Minneapolis,  Minn. 
Thomas  L.  Moore,  Richmond  Grain  Exchange,  Richmond,  Va. 
Fred  Mayer,  Toledo  Produce  Exchange,  Toledo,  Ohio. 
John  H.  MacMillan,  Council  of  Grain  Exchanges,  Minneapolis,  Minn. 
J.  H.  McCune,  Illinois  Grain  Dealers'  Association,  Ipava,  111. 
Wm.  J.  Macdonald,  Pacific  Northwest  Grain  Association,  Seattle,  Wash. 
S.  P.  Mason,  Omaha  Grain  Exchange,  Omaha,  Nebr. 
Robert  McDougal,  Chicago  Board  of  Trade,  Chicago,  111. 
R.  E.  Miller,  Utah-Idaho  Grain  Exchange,  Salt  Lake  City,  Utah. 
J.  K.  Mullen,  Colorado  Grain  Exchange,  Denver,  Colo. 
J.  B.  McLemore,  Nashville  Grain  Exchange,  Nashville,  Tenn. 
L.  E.  Moses,  Milling  Interests,  Kansas  City,  Mo. 
Charles  R.  McClave,  Montana  Flour  Mills  Co.,  Lewistown,  Mont. 

G.  A.  Moore,  Kansas  City  Board  of  Trade,  Kansas  City,  Mo. 
G.  E.  Marcy,  Chicago  Board  of  Trade,  Chicago,  111. 

Paul  Noble,  Hutchinson  Board  of  Trade,  Hutchinson,  Kans. 

H.  S.  Newell,  Duluth  Board  of  Trade,  Duluth,  Minn. 

Allison  L.  H.  Newton,  U.  S.  Food  Administration  Commission  of  Inquiry 

into  Milling  Div.,  Washington,  D.  C. 
Eugenius    H.   Outerbridge,    President,    Chamber   of    Commerce,    State   of 

New  York,  New  York. 
W.  M.  Priddy,  Texas  Grain  Dealers'  Association,  Wichita  Falls,  Tex. 
W.  H.  Perrine,  Chicago  Board  of  Trade,  Chicago,  111. 
C.   F.    Prouty,    Secy.,    Oklahoma    Grain    Dealers'    Association,    Oklahoma 

City,  Okla. 
Riley  E.  Pratt,  Corn  Exchange,  Buffalo,  N.  Y. 
L.  H.  Powell,  Wichita  Board  of  Trade,  Wichita,  Kans. 
H.  B.  Price,  National  Council  Farmers'  Co-operative  Association,  Delavan, 

111. 
Chas.  B.  Pierce,  T.  E.  G.  M.  Association,  Chicago,  111. 
E.  P.  Peck,  Omaha,  Nebr. 

Charles  Quinn,  Grain  Dealers'  National  Association,  Toledo,  Ohio. 
E.  F.  Richards,  Baltimore  Chamber  of  Commerce,  Baltimore,  Md. 
WilHam  M.  Richardson,  Commercial  Exchange,  Philadelphia,  Pa. 
C.  E.  Robinson,  Salina  Board  of  Trade,  Salina,  Kans. 
S.  S.  Reeves,  Cincinnati  Grain  and  Hay  Exchange,  Cincinnati,  Ohio. 
A.  E.  Reynolds,  Grain  Dealers'  National  Association^  Crawfordsville,  Ind. 
Chas.  B.  Riley,  Indiana  Grain  Dealers'  Association,  Indianapolis,  Ind. 
David  Robbins,  Utah-Idaho  Grain  Exchange,  Salt  Lake  City,  Utah. 
W.  M.  Randels,  Randels  &  Grubb,  Enid,  Okla. 
Hiram  N.  Sager,  The  Chicago  Board  of  Trade,  Chicago,  111. 
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David  E.  Stott,  Detroit  Board  of  Trade,  Detroit,  Mich. 

C.  B.  Seldomridge,  Denver  Grain  Exchange,  Colorado  Springs,  Colo. 

J.    W.    Shorthill,    National    Council    Farmers'    Co-operative    Association, 

York,  Nebr. 
Geo.  Sealy,  Galveston  Wharf  Co.,  Galveston,  Texas. 
Edward  Shields,  Kansas  City,  Mo. 

E.  J.  Smiley,  Kansas  Grain  Dealers'  Association,  Topeka,  Kans. 

H.  M.  Stratton,  Milwaukee  Chamber  of  Commerce  and  Terminal  Elevator 

Grain   Merchants   Association.    Milwaukee,    Wis. 
Fritz  Straughn,  Choctaco  Grain  Co.,  Oklahoma  City,  Okla. 
A.  E.  Sutton,  Pacific  Northwest  Grain  Dealers'  Association,  Seattle,  Wash. 
J.  W.  Sherwood,  Northwestern  Grain  Dealers'  Association,  Great  Falls, 

Mont. 
G.  J.  Siebens,  Southwestern  Grain  Exchange,  Kansas  City,  Mo. 
A.  L.  Searle,  Duluth  Board  of  Trade,  Minneapolis,  Minn. 
Jule  G.  Smith,  Ft.  Worth  Grain  and  Cotton  Exchange,  Ft.  Worth,  Tex. 
Frank  Sherman,  J.  W.  Teasdale  Co.,  St.  Louis,  Mo. 
A.  W.  Tidmarsh,  Seattle  Chamber  of  Commerce  and  Merchants'  Exchange, 

Seattle,  Wash. 
A.  G.  Tyng,  Peoria  Board  of  Trade,  Peoria,  111. 
Albert  K.  Tapper,  Chamber  of  Commerce,  Boston,  Mass. 
W.  B.  Updike,  Omaha  Grain  Exchange,  Omaha,  Neb. 

F.  C.  Van  Dusen.  Chamber  of  Commerce,  Minneapolis,  Minn. 

R.  Volmer,  San  Francisco  Grain  Trade  Association,  San  Francisco,  Cal. 

Fred  C.  Vincent,  Council  of  Grain  Exchanges,  Kansas  City,  Mo. 

A.  Stamford  White,  Chicago  Board  of  Trade,  Chicago,  111. 

Frank  A.  Witt,  Indianapolis,  Ind. 

O.  M.  Mitchell,  Produce  Exchange,  New  York  City. 

C.  G.  Willkins,  The  Cleveland  Grain  Exchange,  Cleveland,  Ohio. 

H.  B.  Watson,  Bolle  Watson  Co.,  Inc.,  New  York. 

Geo.  T.  Woolley,  Salina  Board  of  Trade,  Salina,  Kans. 

E.  M.  Wayne,  Illinois  Grain  Dealers'  Association,  Delavan,  111. 
Frank  A.  Witt,  Indianapolis  Board  of  Trade,  Indianapolis,  Ind. 
S.  P.  Wallingford.  Wichita  Board  of  Trade,  Wichita,  Kans. 

S.  W.  Wilder,  Western  Grain  Dealers'  Association,  Cedar  Rapids,  Iowa. 
Geo.  A.  Wells,  Grain  Dealers'  National  Association,  Des  Moines,  Iowa. 

G.  A.   Westgate,    Merchants    Exchange   Association,    Chamber    of    Com- 

merce, Portland,  Ore. 
W.  S.  Washer,  Atchison  Board  of  Trade,  Atchison,  Kans. 
Renwick  W.  Young,  Pittsburgh  Grain  and  Hay  Exchange,  Pittsburgh,  Pa. 

United  St.\tes  Food  Administration  Representatives. 
C.  M.  Bullitt,  Food  Administration,  Ast.  Div.  Enforcement,  Washington, 

D.  C. 
Edgar  B.  Black,  Food  Administration  Grain  Corporation,  Buffalo,  N.  Y. 

F.  G.  Crowell,  1st  V.  P.  Grain  Corporation,  Kansas  City,  Mo. 

F.  L.  Carey,  2nd  Vice  President,  Food  Administration  Grain  Corporation. 
'Minneapolis,  Minn. 

Wilfred  Eldred,  U.  S.  Food  Administration,  Washington,  D.  C. 

C.  B.  Fox,  2nd  Vice  President,  Food  Administration  Grain  Corporation, 
New  Orleans,  I^. 

Edw.  M.  Flesh,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 
tion, St.  Louis,  Mo. 
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A.  W.  Frick,  Food  Administration  Grain  Co.,  Duluth,  Minn. 
P.  H.  Ginder,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 
tion, Duluth,  Minn. 

C.  Gallagher,    Transportation     Department,    U.    S.    Grain    Corporation, 

Chicago,  111. 

G.  Roy  Hall,  Grain  Corporation,  42  Broadway,  New  York  City. 

M.  H.  Houser,  Food  Administration  Grain  Corporation,  Portland,  Oregon. 

H.  D.  Irwin,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 
tion, Philadelphia,  Pa. 

Howard  B.  Jackson,  2nd  Vice  President,  Food  Administration  Grain 
Corporation,  Chicago,  111. 

George  S.  Jackson,  2nd  Vice  President,  Food  Administration  Grain  Cor- 
poration, Baltimore,  Md. 

Chas.  Kennedy,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 
tion, Buffalo,  N.  Y. 

Frank  W.  Kann,  Counsel,  Enforcement  Division  Food  Administration, 
Washington,  D.  C. 

Watson  S.  Moore,  Secretary,  Grain  Corporation,  42  Broadway,  New  York 
City. 

E.  F.  Newing,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 

tion, Galveston,  Texas. 
W.  I.  Nokely,  Food  Administration  Grain   Corporation,  Transfer  Dept., 
Toledo,  Ohio. 

D.  F.  Piazzek,  2nd  Vice  President,  Food  Administration  Grain  Corpora- 

tion, Kansas  City,  Mo. 

J.  J.  Stream,  2nd  Vice  President  and  Chief,  Coarse  Grain  Division,  Food 
Administration  Grain  Corporation,  Washington,  D.   C. 

Edwin  P.  Shattuck,  General  Counsel,  Grain  Corporation,  New  York  City. 

John  D.  Shanahan,  Food  Administration  Grain  Corporation,  42  Broad- 
way, New  York  City. 

Darwin  P.  Kingsley,  Director,  Grain  Corporation,  New  York  City. 

Gates  W.  McGarrah,  Treasurer,  Grain  Corporation,  New  York  City. 

Wm.  Beatty,  Comptroller,  Grain  Corporation,  New  York  City. 

A.  L.  Russell,  Statistician,  Grain  Corporation,  New  York  City. 

F.  S.  Staley,  General  Auditor,  Grain  Corporation,  New  York  City. 
W.  I.  Beam,  Chief  Accountant,  Grain  Corporation,  New  York  City. 

H.   M.    Smith,   Export  License   Division,   Grain    Corporation,   New   York 

City. 
C.   N.  Hitchcock,  Office  Manager,  New  York  Office  Grain   Corporation, 

New  York  City. 

Mr.  Outerbridge — Gentlemen,  on  behalf  of  the  Chamber  of 
Commerce  of  the  State  of  New  York,  it  gives  me  great  pleasure 
to  welcome  you  here  to  this  hall,  and  to  place  the  facilities  of  this 
building  at  your  disposal  for  this  Conference. 

You  have  come,  I  understand,  from  all  parts  of  the  United 
States,  and  there  can  be  no  doubt  that  you  realize  the  importance 
of  this  conference  that  you  are  going  to  attend,  and  that  on  its 
decision  there  is  at  stake  as  great  an  influence  on  the  progress 
of  the  winning  of  this  war  as  there  is  on  anything  that  the  Con- 


gress  of  the  United  States  can  do  or  has  to  do,  or  on  a  Cabinet 
meeting,  or  even  on  a  decision  of  the  President,  as  Commander- 
in-Chief  of  all  these  forces.  And  no  doubt  you  are  also  all  feel- 
ing that  many  of  the  things  which  it  is  necessary  to  do  in 
these  days  causes  a  serious  and  strange  interruption  to  the  ordi- 
nary progress  of  business,  and  constitutes  the  necessity  for  a 
great  deal  of  sacrifice  on  the  part  of  every  one.  But,  after  all, 
if  we  stop  a  minute  to  think  of  it,  and  think  of  the  sacrifices  that 
the  young  men  of  the  country  are  making,  how  serious  those 
sacrifices  are,  and  I  don't  mean  the  ultimate  sacrifice,  but  the 
hardships  of  life  which  they  incur  in  going  abroad  to  fight.  That 
seems  something  further  away.  And  the  old  saying  is  that  hope 
springs  eternal,  and  that  we  are  guided  by  hope  that  the  particu- 
lar ones  in  which  we  are  especially  interested  will  perhaps  come 
back.  I  mean  the  sacrifices  that  they  make  when  they  give  up 
the  daily  rounds,  the  associations  of  their  early  days  and  their 
youth  and  the  comforts  of  home,  and  go  out  into  the  life  which 
is  planned  for  them,  for  every  moment  from  the  time  they  get 
up  until  the  time  they  go  to  bed ;  no  choice  as  to  anything 
what  they  must  do,  or  what  they  must  wear,  or  what  they  must 
eat ;  and  if  we  stop  and  think  what  that  means  to  young  men 
who  have  been  brought  up  in  this  land,  where  our  history  is  that 
of  peace  and  our  institutions  were  designed  only  for  peace,  and 
where  they  have  all  been  led  to  believe  that  civilization  had 
reached  a  point  where  nothing  could  disturb  that  peace.  And 
therefore  I  know,  in  approaching  this  great  subject,  that  you 
gentlemen  are  going  to  be  actuated  by  the  same  spirit  of  patriotism 
and  the  same  spirit  of  sacrifice,  where  you  in  your  individual 
businesses  are  called  upon  to  meet  it,  as  the  gentleman  to  whom 
I  am  now  going  to  turn  over  the  conduct  of  this  meeting,  and  led 
by  a  man  who  perhaps  has  made  as  great  a  sacrifice  as  anybody 
else  in  these  United  States  from  the  very  beginning  of  the  war  as 
any  man  has  made — Mr.  Hoover.  I  am  quite  sure  that  you  will 
decide  those  things  for  this  country,  and  that  our  Allies  will  be 
ever  grateful  to  you.  I  have  the  pleasure  to  turn  over  this  meet- 
ing to  Mr.  Barnes  (applause). 

Mr.  Barnes — I  want  first,  on  behalf  of  the  Grain  Corpora- 
tion, to  thank  you  gentlemen  who  have  responded  to  the  invita- 
tion to  come  and  discuss  these  serious  war  problems  which  fonn 
an  important  part  of  the  food  business  of  this  country.  Many 
of  you  have  come  a  long  distance  and  at  considerable  sacrifice 
and  inconvenience.  To  those  we  extend  especial  thanks.  I  know 
that  you  appreciate,  as  I  do,  the  courtesy  and  hospitality  of  the 
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Chamber  of  Commerce  of  New  York  in  extending  these  facilities 
which  make  it  possible  for  us  to  meet  in  such  an  atmosphere  and 
amid  such  surroundings.  Those  of  you  from  the  newest  West 
can  hardly  appreciate  the  continuity  of  existence  of  this  body  as 
expressed  by  the  150th  Anniversary.  But  we  all  have  hopes  in 
the  West  that  we  shall  develop  a  sound  and  safe  organization. 

I  take  the  libertly,  therefore,  of  thanking  the  Chamber  on 
behalf  of  you  and  ourselves  for  this  great  courtesy.  I  know 
that  some  of  you  have  expressed  surprise  that  a  meeting  of  this 
kind  could  not  have  been  held  at  some  point  in  the  Central  West. 
One  of  the  considerations  which  led  us  to  select  New  York  is 
one  which  has  to-day  fruited  into  realization,  that  I  could  open 
this  meeting  with  the  inspiration,  the  advice,  the  assistance,  the 
guidance  of  the  man  whom  we  have  all  learned  to  respect  and 
admire.  Nothing  that  I  can  say  will  add  to  the  responsibility 
and  dignity  of  his  office.  And  with  that  introduction,  I  present 
to  you  our  Chief,  Mr.  Herbert  C.  Hoover  (applause). 

Mr.  Hoover — The  subject  which  you  have  gathered  here  to 
discuss  is  that  of  the  method  of  marketing  of  next  year's  wheat 
crop.  It  is  a  matter  of  the  greatest  importance  and  of  the 
utmost  solicitude.  It  is  a  subject  upon  which  we  are  desirous 
of  securing  the  views  of  all  elements  of  the  community. 

I  had  the  pleasure  of  first  meeting  the  representatives  of 
the  various  associations  interested  in  the  grain  trade  on  August 
15th  last  year.  At  that  time  we  were  just  emerging  from  the 
period  of  abnormal  speculation  in  wheat  that  had  taken  place  in 
the  latter  part  of  the  1916-17  harvest  year.  This  speculation 
had  sprung  from  the  entire  dislocation  of  transportation  in  the 
world's  wheat  trade,  due  to  the  war.  The  bitterness  of  this  ex- 
perience was  then  in  everyone's  mind.  It  furnished  overwhelm- 
ing evidence  and  unanimity  of  views  of  all  of  the  thinking  men 
of  this  country  as  to  the  necessity  of  some  form  of  control. 
Your  representatives  were  insistent  that  this  should  be  done 
although  the  method  of  it  should  entail  considerable  sacrifice  in 
your  normal  and  legitimate  business. 

There  is  perhaps  little  necessity  for  me  to  review  the  econom- 
ics of  the  grain  trade  over  the  recent  years  to  you  gentlemen ; 
on  the  other  hand,  it  does  tend  to  clarify  ideas  if  I  review  the 
recent  events  in  the  trade  and  if  I  restate  the  fundamental  eco- 
nomic views  which  the  Government  holds  in  this  immediate 
matter.  There  is  no  way  that  I  can  better  illustrate  the  subject 
than  to  re-survey  the  history  of  marketing  of  our  last  three 
harvests. 
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Such  discussions  always  lead  into  review  of  prices  and  it  is 
therefore  necessary  to  define  at  the  outset  the  method  of  ar- 
riving at  such  data.  To  my  mind  in  reviewing  those  phases  of 
the  wheat  trade  there  are  three  datum  points.  First,  the  real 
price  to  the  farmer  for  his  wheat;  second,  the  price  to  the  con- 
sumer for  flour;  and  third,  the  differential  between  these  two, 
which  difference  includes  the  costs  and  profits  of  transportation, 
grain  dealing  and  milling.  It  also  includes  the  cost  and  profit 
of  speculation.  In  arriving  at  such  data  it  must  be  remembered 
that  the  farmer  of  necessity  markets  the  bulk  of  his  wheat  over 
the  early  part  of  the  harvest  year.  Therefore  the  average  price 
which  the  farmer  receives  for  his  wheat  is  not  the  sum  of  the 
daily  market  quotations  throughout  the  year,  less  handling 
charges,  but  must  be  a  weighted  average  of  the  seasonal  time  of 
his  marketings.  The  Department  of  Agriculture  annually  esti- 
mates the  average  price  which  the  farmers  actually  receive  for 
all  their  wheat  and  those  figures  represent  the  true  return  to 
the  farmer,  not  the  average  of  daily  quotations.  On  the  other 
hand,  the  consumer  buys  his  flour  from  day  to  day  in  fairly 
equal  amounts  throughout  the  year  and  the  price  paid  by  the 
consumer  is  therefore  fairly  well  the  average  of  daily  quotations 
for  flour.  In  other  words,  what  the  farmer  receives  must  be 
estimated  a  weighted  average,  what  the  consumer  pays  is  an 
arithmetical  average.  I  wish  to  emphasize  this  point,  as  it  is 
so  much  the  foundation  of  misapprehension  and  ill-founded  dis- 
cussion of  those  problems. 

We  can  approximate  the  differential  between  the  farmer  and 
the  consumer  fairly  clearly  if  we  take  the  usual  consumption 
of  4^  bushels  of  wheat  at  the  annual  average  received  by  the 
farmer  as  representing  the  farmer's  receipts  for  the  raw  mate- 
rial of  a  barrel  of  flour.  On  the  other  hand,  to  determine  the 
actual  price  paid  by  the  final  consumer  of  flour  is  very  different, 
owing  to  the  great  differences  in  qualities,  packages,  freights, 
wholesale  and  retail  costs,  etc.  We  can,  however,  find  a  datum 
point  sufficient  for  purposes  of  illustrating  this  discussion  if 
we  take  the  average  price  of  flour  at  say  all  Minneapolis  mills 
as  representing  broadly  the  foundation  upon  which  the  con- 
sumers' prices  are  based.  If  with  these  fundamental  yardsticks 
we  survey  the  history  of  marketing  the  last  three  harvests  we 
find  some  very  illuminating  figures. 

The  harvest  year  coincides  very  closely  with  the  fiscal  year 
and  if  we  review  the  course  of  prices  upon  these  bases  we  can 
formulate  the  following  tables  : 
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The  1915  harvest  year  was  a  fairly  normal  marketing  year, 
somewhat  disturbed,  however,  by  war.  The  1916  harvest  year 
shows  the  violent  force  of  war  disturbance.  The  1917  harvest 
year  is  one  of  control.  We  consume  approximately  110,000,000 
barrels  of  flour  per  annum,  therefore  the  cost  of  handling  the 
grain,  the  milling  and  speculation  cost  nearly  $200,000,000  more 
in  the  1916  harvest  year  than  either  the  1915  or  the  1917  har- 
vest. It  is  also  interesting  to  note  that  while  the  farmer  for 
the  1917  harvest  is  receiving  about  $2.50  more  for  the  raw  ma- 
terial of  a  barrel  of  flour,  at  the  same  time  the  mill-door  price 
is  but  27  cents  per  barrel  over  the  average  of  1916  harvest  and 
is  $6.80  less  per  barrel  than  the  maximum  price  reached  in  1916 
harvest  year. 

Those  are  not  merely  dry  figures,  for  in  their  worst  aspects 
they  represent  acute  human  suffering.  When  flour  went  to 
$16.75  a  barrel  at  the  mill-door  in  May,  1917,  no  one  will  deny 
that  the  greatest  hardship  resulted  from  it  and  no  one  can  deny 
that  this  started  a  dislocation  in  our  entire  economic  life.  I  am 
not  one  of  those  who  accuse  the  grain  trade  of  having  been 
responsible  for  this  situation.  The  European  governments  with 
their  shortening  shipping  had  been  compelled  to  abandon  the 
more  remote  markets  in  the  world  and  had  established  single 
agencies  in  this  country  for  the  purchase  of  their  necessary  food- 
stuflfs  in  competition  with  our  own  people.  They  had  to  have 
food  to  live  and  they  were  prepared  to  pay  any  price  to  live. 

In  normal  times  the  stabilization  of  the  price  of  wheat  may 
be  likened  to  the  level  of  water  in  a  vessel  which  is  connected  by 
pipes  with  several  other  vessels.  The  pipes  connecting  these 
vessels  are  the  lines  of  ocean  transportation  and  in  ordinary 
times  the  transportation  flows  over  these  routes  as  easily  as  water 


through  an  open  channel  and  an  automatic  price  stabilization  is 
maintained  throughout  the  world.  But  the  channels  connecting 
Australia,  India  and  the  Argentine  had  been  cut  off  or  restricted 
and  our  market  was  without  any  balance  wheel.  A  series  of 
speculations  sprung  up  that  were  deplorable  beyond  words.  But 
a  microscopic  portion  of  this  speculation  was  of  deliberate  or 
vicious  nature.  There  was  no  concerted  manipulation.  There 
was  a  total  disturbance  to  the  law  of  supply  and  demand  and  with 
skyrocketing  prices,  350,000  distributors  of  wheat  and  flour  in 
the  United  States  naturally  marked  up  the  price  of  the  goods 
already  in  their  possession  as  quotations  rose.  It  was  inconceiv- 
able that  our  people  should  be  subjected  to  repetitions  of  these 
events  throughout  the  period  of  the  war  if  we  were  to  preserve 
tranquillity  and  efficiency. 

Our  situation  for  the  1917  harvest  was  even  more  grave  and 
difficult  than  that  of  the  1916  harvest,  because  in  1916  there  was 
a  sufficient  supply  of  wheat  not  only  for  our  own  consumption, 
but  for  an  export  surplus  actually  realized  of  over  203,707,598 
bushels.  The  1917  harvest  was  subjected  to  a  great  climatic 
catastrophe  and  our  stocks  from  the  previous  year  were  the  low- 
est in  many  years ;  in  fact,  less  than  one  month's  need.  Our 
farmers  had  increased  the  total  area  of  1917  wheat  to  next  to 
the  largest  in  our  history,  but  the  winter  killing  had  resulted  in 
38%  of  abandonment  and  a  low  average  yield,  and  while  the 
whole  crop  was  estimated  at  approximately  650,000,000  bushels, 
we  now  find  from  the  actual  marketing  returns  plus  present  esti- 
mates of  farm  holdings  that  it  did  not  exceed  620,000,000.  Tak- 
ing out  our  normal  consumption  and  food  requirements,  we  were 
faced  with  scarcely  20,000,000  bushels  surplus  for  export.  The 
same  climatic  conditions  which  affected  our  1917  crop  had  also 
affected  the  crop  of  the  Allies,  and  the  needs  of  the  Allies  were 
greater  because  of  the  further  shortage  in  shipping  and  conse- 
quent farther  isolation  of  remote  markets. 

Our  one  dominant  thought  at  this  time  was  that  not  only  must 
our  own  people  be  fed,  but  we  were  eating  at  a  common  table 
with  the  Allies  and  that  we  must  divide  our  wheat  loaf  with  them, 
scant  as  it  might  be. 

The  question  arises  daily  as  to  why  the  Allies  cannot  use  more 
corn  and  leave  us  the  wheat.  The  superior  value  of  wheat  as 
breadstuff?  lies  alone  in  its  durability  and  its  palatability,  not  in 
its  nutrition.  We  have  no  right  to  ask  more  hardship  of  the 
Allies  than  of  ourselves.  Beyond  this,  however,  lies  a  long 
range  of  practical  questions.     Their  people  are  ignorant  of  the 
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art  of  making  corn  bread ;  they  have  little  equipment  for  home 
baking;  the  life  of  corn  meal  is  short;  there  is  a  lack  of  corn 
mills  in  Europe ;  it  is  difficult  to  ship  corn  during  the  germinating 
season.  They  do  mix  all  the  other  cereals  and  potatoes  in  their 
loaf  that  it  will  stand  and  still  be  a  loaf.  Their  war  bread  to-day 
is  less  palatable  than  our  loaf  or  our  corn  bread.  The  loaf  to 
the  entire  Allied  world  has  this  year  been  a  short  loaf — and  ours 
has  not  been  the  shortest.  The  installation  of  bread  tickets  and 
limited  rations  among  all  of  them  is  the  vivid  proof  of  our  com- 
mon shortage  in  supply  of  wheat. 

From  this  situation  we  had  last  summer  to  confront  two 
important  issues : 

First,  we  must  reduce  consumption  inside  the  United  States 
to  a  point  that  would  provide  the  necessary  margin  for  the 
Allies,  and 

Second,  we  must  take  such  measures  as  would  protect  our 
own  people  from  the  experiences  in  distribution  of  1917. 

Careful  consultation  with  our  Allies  indicated  that  if  we 
could  provide  a  margin  to  them  which  amounted  to  a  reduction 
of  our  consumption  by  about  10%  they  t:ould  pull  enough  from 
other  localities  accessible  to  their  shipping.  But.  owing  to  the 
further  shortage  of  shipping  and  the  demands  for  ships  for 
more  rapid  transportation  of  American  soldiers,  the  Allied  sup- 
plies from  the  more  remote  markets  have  been  further  curtailed, 
and  later  in  the  year  their  demands  upon  us  increased  up  to  a 
point  where  we  are  now  shipping  50%  of  our  mill  output.  They 
are  doing  their  part,  however,  for  they  have  reduced  their 
whole  cereal  consumption  by  30%,  to  provide  us  ships  for  more 
soldiers.  They  are  to-day  living  their  appeal  for  more  soldiers 
by  sacrificing  their  daily  bread. 

We  had  three  possible  measures  open  for  the  reduction  of 
consumption : 

First,  rationing. 

Second,  to  allow  the  market  to  take  its  untrammelled  course 
and  rise  of  prices  to  where  consumption  falls. 

Third,  to  obtain  a  voluntary  reduction  of  individual  con- 
sumption by  simpler  living,  economy  in  waste  and  by  substitution 
of  other  cereals,  of  which  we  had  a  greater  abundance. 

xA.ny  system  of  positive  rationing  in  the  United  States  bristles 
with  difficulties ;  a  large  part  of  our  population  produce  their 
their  own  bread  stuffs ;  our  consumption  varies  greatly  with 
locality    and    more    greatly    with    their    purchasing    power — 
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generally  speaking,  the  less  the  purchasing  power,  the  greater 
the  reliance  on  bread  in  diet.  Any  material  ration  would  be 
filled  with  inequalities  and  injustices  to  be  avoided  to  the  last 
moment.  Rationing  would  have  been  enormously  expensive, 
would  have  necessitated  a  large  bureaucratic  organization  and 
the  draining  of  man-power  from  war  to  that  of  non-productive 
occupation. 

It  had  been  contended  by  many  that  the  vast  adjustment  in 
consumption  would  be  obtained  by  allowing  price  levels  to  rise 
without  restraint.  I  have  reiterated  often  enough  that  reduction 
in  consumption  to  the  extent  that  we  require  by  increasing  prices 
is  to  place  the  wheat  bread  out  of  reach  of  those  sections  of 
the  community  who  have  the  least  purchasing  power  and  that 
this  whole  conception  is  based  on  conservation  for  the  rich  and 
against  the  poor.  The  poorer  sections  of  our  community  would 
have  paid  in  suffering  and  the  better-to-do  classes  would  have 
paid  in  price. 

Any  repetition  of  rising  price  levels  such  as  those  of  the 
1916-1917  harvest  year,  would  have  meant  an  enormous  profit 
to  the  middleman  and  would  have  inspired  the  foundation  of 
social  discontent  from  this  reason  alone,  if  no  other. 

In  considering  the  problem,  therefore,  we  determined  upon 
a  line  not  hitherto  applied,  and  the  success  of  which  we  now 
believe  is  complete  and  one  which  will  be  remembered  as  one 
of  the  glories  of  the  American  people  in  this  struggle.  That  is, 
that  we  should  place  the  basis  of  reduction  almost  wholly  upon 
a  voluntary  footing.  We  have  supplemented  this  with  restric- 
tions on  retailers  designed  to  prevent  hoarding  by  the  selfish, 
by  requirement  of  cereal  mixing  by  the  bakers  and  by  increased 
extraction  from  our  millers.  We  are  anxious  to  preserve  the 
wheat  basis  of  the  loaf  to  our  industrial  community;  to  secure 
our  conservation  not  from  the  necessities  of  the  poorer  sections 
of  the  community,  but  by  saving  out  of  waste  and  out  of  the 
plenty  of  the  well-to-do.  This  is  an  appeal  directly  to  self- 
sacrifice  of  those  who  can  spare.  I  do  not  believe  there  is 
another  nation  in  the  world  in  which  the  proportion  of  indi- 
viduals of  so  willing  a  sense  of  voluntary  self-sacrifice  is  so 
high  as  this  pepole  of  ours  and  nothing  has  demonstrated  it 
more  finely  than  the  conservation  in  wheat  Today  there  is  no 
suffering  in  the  United  States  and  we  are  actually  shipping  50% 
of  our  monthly  mill  output  to  the  Allies. 

The  second  problem  with  which  we  were  confronted  was 
that  of  the  elimination  of  abnormal  speculation  and  to  provide 
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some  substitute  for  the  law  of  supply  and  demand.  This  law 
is  not  sacred.  It  can  and  has  worked  the  most  intense  hardship. 
Its  unchecked  operation  might  even  jeopardise  our  success  in 
war.  Suppose  that  we  had  allowed  the  commerce  in  wheat  to 
take  its  untrammeled  course,  assume  that  we  had  made  no 
attempt  at  reduction  in  consumption,  that  we  had  done  nothing 
to  stabilize  price,  that  we  had  allowed  our  exchanges  to  con- 
tinue trading  in  wheat  futures,  that  we  had  allowed  the  Allies 
to  come  to  our  shores  to  bid  against  our  own  people  for  30^ 
or  50%  of  our  actual  bread  supply.  What  would  have  been 
the  results? 

In  the  first  instances  the  Allies  would  naturally  have  made 
sure  of  purchase  in  our  market  to  the  amount  of  wheat  that 
they  required.  They  would  have  purchased  their  requirements 
during  the  early  part  of  the  harvest  year  when  the  supplies  were 
available  and  our  population  would  have  continued  to  consume 
so  that  by  this  day  all  classes  of  our  community  would  have 
been  totally  without  wheat-bread.  To-day  the  price  of  flour, 
instead  of  being  from  $10  to  $10.50  at  the  mill-door,  would  have 
been  anything  from  $30  to  $50  per  barrel.  The  $16.75  maxi- 
mum of  1917  would  have  been  looked  back  on  as  cheap  flour, 
for,  bear  in  mind,  that  the  1916  harvest  yielded  a  sufficient 
surplus  for  our  own  consumption  and  afforded  the  Allies  the 
surplus  they  needed;  whereas,  the  1917  harvest  was  short  of  ex- 
port requirements  by  fully  130,000,000  bushels.  If  there  was 
suffering  in  May,  1917,  as  I  am  too  well  aware  that  there  was; 
if  there  were  food  riots  in  New  York  City  in  the  winter  of 
1917,  what  would  the  position  have  been  in  this  country  in  this 
winter  of  1918?  I  do  not  wish  to  indulge  in  overdrawn  state- 
ments, but  scores  of  our  best  observers  have  informed  me  time 
and  again  that  rioting  would  have  been  experienced  in  all  our 
centers  of  congested  population,  of  a  violence  that  leads  to 
blood  in  our  gutters.  In  the  least  result  we  should  have  had  a 
total  instability  in  the  cost  of  living,  a  total  instability  in  the; 
wage  levels  of  the  country  and  consequently  an  enormous  loss  in 
national  efficiency  during  the  period  when  our  national  efficiency 
must  be  at  its  maximum  if  we  hope  to  survive  as  free  men. 

There  are  matters  of  psychology  rather  than  of  economics 
connected  with  the  price  of  wheat  breadstuflFs  and  these  matters 
are  of  the  deepest  importance.  The  criterion  of  the  cost  of  liv- 
ing to  the  poor  is  the  price  of  wheat-bread.  The  lower  that  we 
descend  in  the  scale  of  economic  resources  in  our  population, 
the  greater  do  they  rely  on  loaf  for  food.    Furthermore,  wheat 
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and  flour  are  to  a  great  extent  psychological  governors  of  other 
cereal  prices  and  therefore  of  meat  prices.  We  need  no  better 
proof  of  this  than  the  sympathetic  rise  in  price  which  took  place 
in  the  other  cereals  when  it  was  recently  proposed  to  raise  the 
price  of  wheat  to  $2.50  a  bushel.  The  text  that  "  bread  is  the 
staff  of  life  "  may  not  be  based  upon  dietetic  foundations,  but 
it  has  been  instilled  into  hundreds  of  generations  of  humanity 
until  it  has  become  the  psychological  standard  of  living  and  of 
values. 

These  were  the  things  to  which  we  looked  forward  last  sum- 
mer and  we  felt  it  our  duty  to  prevent  with  every  atom  of 
authority  that  lay  within  our  power  the  disasters  that  lay  on 
the  horizon.  All  disruption  of  normal  commerce  is  an  evil. 
We  had  to  choose  the  least  evil.  We  determined  to  stabilize  the 
price  of  wheat  in  order  that  we  should  eliminate  all  specula- 
tion either  by  farmer,  distributor,  miller  or  baker. 

In  determining  the  steps  of  stabilization  of  prices  our  first 
consideration  must  be  the  position  of  the  farmer,  for  even  were 
we  devoid  of  a  sense  of  justice  our  own  interest  for  future  pro- 
duction required  that  we  look  ahead  to  the  next  year  beyond. 

In  making  a  determination  of  a  stable  price,  of  such  wide 
importance  to  so  many  millions  of  people,  I  did  not  consider  that 
any  one  man's  judgment  should  be  final  and  therefore  the  Presi- 
dent, upon  my>  recommendation,  assembled  a  commission  of 
eleven  men,  of  whom  six  were  farmers,  and  gave  to  them  the 
duty  of  determining  a  fair  price  for  wheat  in  this  national 
emergency.  These  men  came  to  the  unanimous  conclusion  that 
$2.20  for  No.  1  Northern,  at  base  markets,  represented  a  fair 
average  profit  to  the  farmer  and  the  Food  Administrator  was 
directed  by  the  President  to  maintain  that  price. 

Certain  sections  of  the  community  have  ever  since  been  rife 
with  opinions  and  discussions  of  this  operation.  We  were  told 
that  it  was  uneconomic;  that  it  was  unjust;  that  we  should  not 
limit  the  farmer's  income  without  some  limit  on  the  things  he 
buys ;  that  limitation  of  the  price  would  stifle  production.  I  am 
aware  that  these  are  all  possible  evils  and  dangers.  The  sole 
question  is,  however,  the  relative  evil  of  the  various  courses 
with  which  we  were  faced.  The  greatest  danger  in  all  such 
operations  is  the  stifling  of  production.  The  existence  to-day 
of  probably  the  greatest  growing  acreage  of  wheat  in  our  his- 
tory should  be  final  refutation  of  this  hysteria. 

Much  of  this  discussion  has  revolved  around  self-interest, 
lack  of  ability  to  balance  between  various  factors  and  dangers, 
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around  ill-founded  data  and  around  exaggerated  gloom.     Cer- 
tain fundamentals  are  often  ignored. 

The  first  is,  that  with  regard  to  no  other  of  our  food  prod- 
ucts has  there  been  a  demand  for  export  so  far  above  our 
surplus.  Of  all  the  other  grains  together,  we  export  less  than 
2%  of  our  total  supply  and  we  had  available  this  amount  as  a 
surplus,  whereas,  as  I  have  said,  in  wheat  we  must  export  30% 
from  our  own  normal  needs  and  not  from  surplus.  In  no  other 
foodstuffs  has  there  been  such  an  entire  distortion  of  the  real 
functions  of  distribution  in  the  unrestrained  play  of  the  law 
of  supply  and  demand.  It  is  the  intention  of  the  Government 
not  to  interfere  in  price  or  distribution  of  any  commodity  unless 
it  shall  be  rendered  imperative,  to  minimize  suffering  at  home 
or  among  the  Allies. 

Second,  the  price  of  wheat  was  stabilized  at  a  level  higher 
than  the  other  grains,  not  only  to  do  justice  to  the  farmer,  in  a 
short  crop,  but  to  give  him  stimulation  to  further  effort.  Even 
during  the  exaggeration  of  prices  due  to  the  total  dislocation  of 
our  railway  transportation  for  two  months  last  winter,  wheat 
has  been,  so  far  as  the  actual  producer  of  the  grains  is  concerned, 
still  the  highest  price.  It  is  true,  as  to  buyers  of  other  grain  in 
certain  localities  during  this  period,  that  some  of  them  were 
temporarily  at  a  higher  relative  level.  That  situation  has  largely 
remedied  itself  with  freer  transportation.  While  there  is  justice 
in  the  statement  that  the  farmer's  income  should  not  be  limited 
while  his  expenses  go  on  uncontrolled,  a  careful  study  will  show 
that  the  increase  in  farmers'  costs  during  the  war  did  not  amount 
to  the  percentage  increase  in  the  price  of  wheat.  It  is  true  that 
in  some  locaHties  in  the  semi-arid  regions  last  year  the  farmers 
did  not  make  a  profit  at  the  price  set.  On  the  other  hand,  in 
ordinary  years  a  failure  in  these  regions  would  have  had  no 
compensation.  I  have  the  deepest  sympathy  with  all  hardship, 
but  neither  the  commission  which  studied  the  matter  nor  I  were 
able  to  devise  any  method  for  the  farmer  whose  land  had  failed 
to  respond  by  which  he  could  obtain  a  correction  out  of  our 
present  distribution  system. 

The  real  question  that  we  have  to  consider  is  as  to  whether 
the  price  assessed  by  the  commission  for  wheat  was  just  or  unjust 
to  the  majority  of  farmers  and  whether  or  not  it  was  assessed 
at  such  a  level  as  to  imperil  production.  So  far  as  the  justice  or 
injustice  of  it  is  concerned,  it  is  not  a  question  to  be  determined 
by  comparing  it  with  the  price  of  rye,  but  a  question  as  to  whether 
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the  farmer  received  a  proper  compensation   for  his  labor  and 
capital. 

These  are  not  times  when  any  man,  whether  farmer,  work- 
man, manufacturer  or  grain  dealer,  has  a  right  to  take  one  cent 
of  profit  over  and  above  his  pre-war  normal  earnings,  otherwise 
he  is  taking  money  from  the  blood  and  sacrifice  of  the  nation 
to-day.  I  agree  entirely  with  the  contention  of  some  farmers 
that  they  would  have  received  $5  and  perhaps  $10  a  bushel  for 
wheat  had  it  not  been  for  the  restraints  imposed  by  the  Govern- 
ment, but  I  would  say  to  these  farmers  that  they  would  have 
been  taking  money  not  only  from  the  blood  of  our  soldiers  and 
from  the  suffering  of  the  poor  sections  in  our  consuming  centers, 
but  every  farmer  in  this  country  would  himself  have  paid  fifty 
times  over  in  the  national  damage  resulting  in  reactions  from 
labor  and  instability  in  our  population  that  would  have  thundered 
at  the  farm  door  sooner  or  later.  But  the  quality  of  justice  in 
this  case  is  now  capable  of  proof.  We  have  to-day  an  acreage 
planted  in  wheat  to  all  appearances  larger  than  ever  before  in  our 
history.  Do  you  suppose  this  would  have  been  the  case  if  the 
price  were  unjust?  Furthermore,  there  is  a  danger  in  $5  wheat 
too  often  ignored ;  such  a  price  would  lead  to  overwhelming 
planting,  and  land  better  adapted  to  other  purposes  would  have 
been  invaded.  Over-production,  slump  in  prices  and  damage  to 
our  animal  industry  and  meat  supply  would  result  from  ill  bal- 
ance of  production. 

In  order  that  we  should  stabiHze  the  price  of  wheat,  our 
first  duty  to  both  producer  and  consumer  was  to  eliminate  abso- 
lutely every  shred  of  speculation  in  the  staff  of  life.  In  order  to 
carry  this  out  we,  of  necessity,  had  to  close  the  dealing  in  wheat 
on  the  whole  of  the  grain  exchanges.  We  had  to  prevent  specu- 
lation in  the  community  itself  by  limiting  the  period  which  an 
individual  could  hold  possession  of  the  commodity.  Having 
thus  eliminated  speculation,  we  had  to  inject  the  Government  as 
a  buyer  to  take  any  surplus  of  wheat  that  came  to  the  market. 
In  order  that  the  fair  price  should  maintain  we  asked  the  millers 
of  the  country  not  to  pay  more  than  the  fair  price  and  a  majority 
of  them  have  adhered  to  it.  Furthermore,  as  a  mass  of  wheat 
was  dammed  back  in  other  parts  of  the  world  which  would  flood 
the  markets  in  event  of  peace,  we  had  to  guarantee  the  millers 
that  we  would  re-buy  it  at  the  fair  price.  The  result  has  been 
that  through  our  guarantee  the  farmer  would  be  able  to  realize 
the  fair  price  even  in  the  event  of  peace ;  that  the  trade  has  pro- 
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ceeded  largely  in  the  normal  channels,  direct  from  producer  to 
consumer. 

Last  summer  when  we  called  your  representatives  together 
we  placed  before  you  our  plans.  We  asked  your  advice  and  we 
explained  to  you  that  these  plans  meant  an  elimination  of  some 
portion  of  your  normal  business ;  it  meant  losses  and  hardship 
to  many  of  you,  and  I  recollect  no  finer  exhibition  of  patriotism 
amongst  the  American  business  community  than  the  constructive 
advice  and  the  approval  and  encouragement  which  you  gave  to 
us  in  the  bold  course  that  we  were  about  to  undertake.  No  man 
can  say  that  your  advice  was  tempered  with  self-interest  for  it 
amounted  to  self-denying  ordinance  without  parallel  in  our  com- 
mercial history. 

Now  it  has  developed  in  these  operations  during  the  year 
that  that  section  of  the  grain  trade  who  have  suffered  most  have 
been  exporters,  dealers  upon  the  grain  exchanges  and  the  large 
terminal  elevator  operators.  The  country  handlers  of  wheat  and 
those  of  you  who  operate  between  the  millers  and  the  country 
elevators  have  been  able,  under  the  arrangements  that  we  made, 
to  continue  your  business  and  maintain  your  staff  and  opera- 
tions. The  trade  in  other  grains  has  at  least  maintained  most  of 
the  others  in  business. 

So  far  as  I  know,  the  whole  of  the  grain  trade  is  intact  to-day 
and  is  able,  over-night,  to  assume  its  normal  function  in  the  dis- 
tribution of  wheat  to  our  own  population  any  moment  that  the 
government  finds  it  possible  to  withdraw.  There  has  been  no 
destruction  to  the  normal  commercial  machinery  of  the  country 
nor  do  we  propose  there  should  be.  It  has,  to  some  extent, 
suffered  in  its  normal  operations,  but  that  sacrifice,  heavy  as  it 
may  have  been  to  some  individuals  in  the  trade,  is  a  sacrifice  of 
which  the  grain  trade  may  well  be  proud.  Others,  too,  are 
sacrificing  more  than  moneny. 

There  is  another  direction  in  which  leaders  in  the  grain 
trade  have  earned  the  gratitude  of  the  country.  That  in  order 
to  carry  out  the  large  operations  by  the  Government  through 
which  we  have  purchased  and  sold  to  date  over  313,000,000 
bushels  of  wheat  and  flour  in  terms  of  wheat,  we  found  it  neces- 
sary to  erect  a  new  and  strange  engine  of  the  Government,  and 
that  was  a  department  for  the  purchase  and  control  of  our  wheat 
supplies.  In  order  that  our  buying  operations  might  conform  as 
nearly  as  possible  to  commercial  usage,  that  it  might  be  free  from 
red  tape,  and  in  order  that  it  might  be  able  quickly  to  carry  on 
effectively  the  work  required  of  it,  we  formed  a  corporation  as 
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an  incident  to  carry  out  our  plans.  In  order  to  secure  competent 
and  able  management  for  this  corporation,  I  called  upon  some 
twenty  members  of  the  grain  trade  to  act  as  its  managers  in 
various  centers.  I  felt  it  necessary  to  make  one  condition  in 
drafting  these  men  from  your  trade,  and  that  was,  that  they 
should  disassociate  themselves  absolutely  in  every  particular  from 
the  grain  trade  and  that  they,  like  the  men  in  France,  should 
volunteer  to  service  of  the  Government  for  no  remuneration  and 
have  no  interest  but  that  of  our  country  in  its  distress.  They 
accepted  this  great  personal  sacrifice. 

I  need  not  enumerate,  in  addition  to  Mr.  Barnes,  the  whole 
of  the  list  who  have  carried  out  this  operation  through  the  year 
in  so  distinguished  a  manner  as  to  make  us  justly  proud.  They 
are  well  known  to  you  and  they  will  all  stand — each  in  his  own 
community — as  a  leader  in  patriotism  and  devotion  to  national 
service. 

In  addition  to  regulation  with  regard  to  trading  in  wheat,  it 
has  been  necessary  in  this  period  of  semi-famine  to  impose  regu- 
lations with  regard  to  millers'  profits,  with  regard  to  the  profits 
of  wholesalers,  of  bakers  and  to  stipulate  for  methods  of  conser- 
vation in  commerce  and  distribution.  Everyone  of  these  items, 
like  those  of  stabilization  of  the  price  of  wheat,  have  again  been 
the  choice  of  evils.  No  one  has  more  reluctance  than  I  to  disturb 
the  ordinary  course  of  commerce.  We  must,  however,  measure 
all  these  things  by  the  results  attained.  We  have  now  proceeded 
far  enough  with  the  harvest  year  to  assess  these  results.  I  believe 
that  all  of  you  will  agree  with  the  fundamental  fact  that  the 
farmer  has  had  40  per  cent,  more  for  his  wheat  than  from  that 
of  the  previous  year.  He  has  had  131  per  cent,  more  than  his 
pre-war  average.  The  amount  that  he  has  received  has  been  a 
balanced  stimulation  to  further  efforts,  as  witness  our  present 
acreage  in  wheat. 

I  think  you  will  all  agree  that  there  has  not,  during  the  whole 
period  of  the  war,  been  a  year  when  the  differential  between  the 
farmer  and  the  consumer  has  been  so  low  as  it  is  to-day ;  that 
there  has  been  a  complete  absence  of  speculation  in  our  price  of 
breadstuffs.  There  has  been  no  disturbance  to  tranquillity  in  the 
country  due  to  extortionate  prices  of  bread.  We  have  considered 
the  Allies  as  guests  at  our  board.  We  will  all  pull  through  this 
year — the  year  of  the  lowest  production  of  many  years  in  wheat 
and  the  year  of  intrinsically  short  production  in  our  other  prime 
grain — that  is,  corn. 

The  year  is  now  coming  to  an  end  and  we  can  begin  to  look 
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forward.  We  are  now  entering  upon  a  season  when  we  can  begin 
to  contemplate  the  next  harvest.  Our  farmers  have  this  year  put 
forward  their  patriotic  exertions,  under  great  handicaps  in  the 
shortage  of  labor  and  other  difficulties.  So  far  this  season  God  has 
been  good  to  us  in  climatic  conditions.  With  a  larger  acreage  of 
winter  wheat  this  year  than  we  had  last,  we  have  a  percentage  of 
abandonment  that  apparently  will  not  exceed  10%  as  against  32% 
last  year.  And  in  addition  to  this,  our  advices  indicate  anything 
from  19,000,000  to  21,000,000  acres  of  spring  wheat,  making  one 
of  the  largest  growing  acreages  in  many  years.  The  condition  of 
both  winter  and  spring  wheat  is  promising. 

At  the  present  moment  our  crop  prospects  look  anything  from 
800,000,000  to  900,000.000  bushels  of  wheat.  The  harvests  of 
the  Alhes  also  look  promising.  With  this  prospect  we  now 
have  ground  for  hopes  of  plenty  for  ourselves  and  our  Allies, 
and  instead  of  famine  we  can  look  forward  to  an  entirely 
different  economic  situation  this  year  from  that  which  con- 
fronted us  in  the  summer  of  1917.  Nothing  would  give  us  all 
greater  pleasure  than  to  see  unlimited  white  bread  on  every 
table,  our  own  and  the  Allies'. 

The  problem  as  to  how  we  will  handle  the  next  year's  harvest 
requires  grave  consideration,  but  it  cannot  be  determined  until 
we  have  the  harvest  safely  in  hand  and  know  accurately  its 
volume.  I  do  not  believe  that  determination  can  be  finally  made 
until  some  time  next  July  or  August.  In  any  event,  we  can 
relax  the  restrictions  on  dealing  in  wheat  to  some  extent  in 
proportion  to  the  surplus.  We  cannot,  however,  tolerate  any 
speculation  in  the  nation's  bread  during  the  war.  It  is  the  desire 
of  the  Government  to  return  to  the  normal  marketing  distribu- 
tion just  so  far  as  conditions  permit,  and  my  personal  desire  is 
to  re-install  the  law  of  supply  and  demand  at  the  earliest 
moment  the  situation  warrants.  But  how  far  we  can  return 
on  the  road  to  normal  life  depends,  as  I  have  said,  entirely 
upon  the  size  of  the  harvest. 

There  are  many  features  in  the  marketing  of  next  year's 
wheat  which  will  require  consideration.  One  of  these  is  that  the 
Government  has  given  a  guarantee  of  $2.20  for  No.  1  Northern 
to  the  farmers.  No  other  industry  has  such  a  guarantee.  This 
guarantee  does  not  extend  to  the  purchaser  from  the  farmer. 
In  other  words,,  it  does  not  follow  the  wheat  to  the  grain  dealer 
nor  to  the  miller.  The  development  of  this  problem  in  such 
manner  as  to  maintain  the  flow  of  wheat  in  the  country  will 
require  some  thought.     I  do  not  conceive  that  with  400,000,000 
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to  500,000,000  bushels  of  Australian,  Argentine  and  Indian  wheat 
hanging  over  the  market,  and  available  upon  the  advent  of 
peace,  that  any  dealer  in  wheat  or  flour  would  care  to  have  any 
considerable  amount  on  hand,  for  any  man  who  has  such  a 
surplus  in  the  event  of  peace,  might  find  himself  faced  with  the 
stoppage  of  export  market. 

Another  factor  which  we  will  have  to  consider  for  next  year 
is  the  situation  in  our  internal  transportation.  With  the  con- 
gestion of  our  railways,  even  though  we  had  a  large  surplus 
of  wheat,  it  might  be  impossible  to  move  it  rapidly  enough  to 
give  the  farmer  opportunity  to  sell  before  June,  1919,  as  the 
law  demands.  We  might,  beyond  this,  again  be  faced  next  crop 
year  with  the  situation  where,  due  to  stricture  in  railway  trans- 
portation, there  might  be  a  repetition  of  the  phenomenon  which 
we  witnessed  this  winter  in  corn,  which  would  result  in  a 
total  dislocation  of  the  market  and  the  price  to  the  consumer 
rise  far  out  of  all  proportion  to  the  price  paid  to  the  producer. 

We  want  the  best  thought  and  the  best  opinion  that  we 
can  obtain.  Last  year  we  obtained  valuable  advice  from  you 
gentlemen  and  no  man  can  say  that  you  will  not  advise  us 
without  self-interest.  You  proved  that  last  year  in  depriving 
yourselves  of  an  appreciable  part  of  your  normal  business  and 
normal  profits. 

We  should  always  bear  in  mind  that  a  depth  of  sentiment 
surrounds  wheat.  This  sentiment  has  grown  through  two 
thousand  years  of  instruction  to  our  children  that  bread  is  the 
stafif  of  life  and  through  their  morning  prayer  for  our  daily 
bread.  When  starvation  confronts  a  people  this  prayer  be- 
comes visualized  as  wheat  itself.  For  three  years,  3,00Q,000 
bushels  monthly  of  North  American  wheat,  largely  from  the 
charity  of  the  world,  has  been  literal  daily  bread  of  10,000,000 
of  human  beings  on  the  long  bread  lines  of  Belgium  and 
Northern  France.  To  those  of  us  who  have  doled  this  scant 
allowance,  wheat  becomes  indelibly  the  precious  symbol  of  life 
and  to  those  people  it  is  the  symbol  of  the  greatness  and  charity 
of  America. 

As  the  result  of  this  war  there  are  large  masses  of  people 
actually  starving  to-day.  In  addition,  there  are  enormous  popu- 
lations suffering  actual  privation,  and  in  the  midst  of  this  the 
wheat  loaf  has  ascended  in  imagination  of  men,  women  and 
children  as  the  positive  emblem  of  national  survival,  national 
tranquility,  national  ability  to  continue  in  the  war.  We  have 
in  the  distribution  of  this  commodity  above  all  others  a  duty 
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that  far  transcends  mere  commerce:  it  is  a  duty  in  humanity 
and  a  duty  in  our  self-defense.  Its  improper  handHng  can  spell 
more  privation,  more  starvation,  with  danger  to  national  effic- 
iency, to  failure  in  war.  Its  handling  must  be  in  a  spirit  by 
which  our  commerce  will  have  passed  from  gain  to  that  exalted 
idealism  which  underlies  our  national  character. 

There  is  a  story  yet  incomplete  and  yet  to  be  written  around 
wheat.  You  will  recollect  that  Frank  Norris  planned  three  nov- 
els, two  of  which  were  completed  in  his  lifetime,  the  third  of 
which  he  had  outlined.  The  first  of  these,  the  "  Octopus,"  rep- 
resented the  hardships  of  the  producer  and  scantiness  and  drear- 
iness of  his  life  and  the  impositions  under  which  he  suffered. 
The  second  represented  the  Chicago  wheat  pit,  the  manipula- 
tion, the  violence  and  horrible  avarice  which  grew  out  of  ram- 
pant speculation  with  the  world's  bread.  The  third,  I  under- 
stand, was  planned  to  represent  the  privation,  suffering  and 
even  starvation  imposed  upon  the  consumer  by  our  gigantic 
failure  in  honest  distribution.  Many  of  these  evils  have  already 
been  eliminated  by  constructive  work  of  our  grain  trade  by  the 
development  of  our  national  conscience.  But  when  this  war  is 
over  it  will  be  possible  to  write  this  third  volume,  not  in  Nor- 
ris' despondent  and  despairing  tones  of  tragedy,  but  if  we  do  our 
duty  it  can  be  written  in  terms  of  triumph.  For  to-day  if  we 
do  that  duty  it  will  represent,  so  far  as  we  are  humanly  capable, 
the  honest  and  fair  treatment  of  the  farmer,  the  lifting  of  his 
level  of  life,  the  abolition  of  speculation,  the  honest  and  eco- 
nomic distribution  of  our  daily  bread.  We  will  have  managed 
the  scantiness  in  supply  of  this  almost  famine  year  of  1917,  not 
by  the  privation  of  the  poor,  but  by  the  self-denial  of  the  better- 
to-do  and  its  royal  sharing  into  the  hands,  on  one  side,  of  those 
of  the  Allies  who  were  giving  their  life  blood  to  preserve  our 
institutions  and,  on  the  other,  given  as  charity  to  that  mass  of 
liberty-loving  people  who  have  been  oppressed  and  strangled 
by  the  world's  greatest  enemy. 

If  Norris  could  have  lived  he  would  have  found  this — "  The 
Song  of  the  Wheat "  as  a  theme  in  the  world's  regeneration. 

Mr.  Barnes — With  regret  I  have  to  announce  that  Mr. 
Hoover  has  another  engagement  which  he  must  keep,  and  he 
cannot  stay  with  us  longer.  I  know  you  have  greatly  appre- 
ciated what  he  has  said  to  you,  and  that  he  has  created  an 
atmosphere  in  which  we  may  safely  discuss  the  conduct  of  our 
business  of  another  year,  keeping  in  mind  the  high  ideal  of 
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public  service  which  this  year  has  met.    I  express  thanks,  on 
behalf  of  myself  and  the  gentlemen  present  to  Mr.  Hoover. 

Mr.  DoRSEY — Let  us  have  the  privilege  of  expressing  to 
Mr.  Hoover  our  appreciation  of  his  coming  here  and  giving 
us  the  facts  and  w^orkings  and  so  forth  of  the  administra- 
tion— give  us  the  privilege  of  rising  as  a  vote  of  our  appre- 
ciation of  his  appearance  here  today. 

(Motion  seconded  and  carried.) 

Mr.  Barnes — Gentlemen,  it  was  my  intention  to  sketch 
in  the  background,  a  background  of  more  or  less  cold  and  life- 
less figures,  behind  which  is  hidden  the  living  and  tragic 
story  of  this  year's  operations  with  respect  to  our  contribu- 
tions by  way  of  aid  to  the  Allies,  which  has  been  most  grate- 
fully received,  I  feel  that  any  effort  that  I  could  make  in  that 
direction  might  mar  the  effect,  the  inspiration  of  Mr.  Hoover's 
so  clear  and  plain,  yet  idealistic  presentation  of  this  great 
problem  of  food  distribution,  and  I  shall  not  attempt  it.  I 
want  to  comment  on  just  this  one  point,  because  I  feel  that 
much  of  the  attitude  which  you  assume,  much  of  the  manner 
in  which  our  discussions  are  received,  may  be  affected  by  my 
ability  to  convey  to  you  the  idealism  that  has  impressed  itself 
on  our  organization,  and  that  it  has  made  us  safer  and  better 
advisers  than  if  it  had  not  reached  us.  These  seventeen  men 
who,  in  response  to  Mr.  Hoover's  suggestion,  divorced  them- 
selves from  their  business  interests,  some  of  them  at  consid- 
erable sacrifice,  some  of  them  disassociating  themselves  from 
the  occupation  of  a  lifetime,  so  that  their  decision  may  not  be 
consciously  or  unconsciously  influenced,  and  that  those  deci- 
sions may  have  your  confidence  as  well,  because  of  that  dis- 
association. 

I  should  fail  in  my  obligation  to  them  if  1  did  not  tell  you 
that  I  had  seen  from  day  to  day,  from  week  to  week,  and 
from  month  to  month,  this  growing  feeling  of  idealistic  respon- 
sibility on  the  part  of  men  whom  you  know  as  your  every 
day  comrades,  whom  j^ou  trust,  as  Frank  and  Charlie  and 
Harry,  and  unless  you  get  this  picture  before  you  of  the  roll- 
top  desk  and  the  daily  humdrum  of  commercialism,  it  will 
drive  from  you  the  fact  that  these  men  have  consecrated 
themselves  in  the  public  service.  And  after  hearing  Mr. 
Hoover  this  morning,  you  can  appreciate  that  no  man,  if  he 
has  intelligence,  can  fail  to  respond  to  the  leadership  which 
we  have  received.     I  know  that  it  has  been  attacked  on  the 

22 


ground  that  it  makes  a  dangerous  atmosphere  in  which  to 
transact  business.  I  don't  believe  it.  No  business  ever  be- 
came great  and  retained  the  confidence  and  respect  of  its 
associates  unless  it  had  always  a  measure  of  idealism,  and  to 
talk  about  public  control  in  the  hands  of  volunteers,  experi- 
enced volunteers,  without  idealism,  under  the  horrible  strain 
of  this  war,  with  a  direct  contact  with  these  people  who  rely 
on  us,  is  impossible. 

I  know  that  in  this  last  year's  operation,  successful  as  we 
believe  it  to  have  been  in  accomplishing  those  objects  imposed 
upon  us  by  the  President  and  his  advisors,  the  stabilization 
of  prices  to  secure  our  home  needs  and  a  direct  contribution 
of  every  possible  effective  aid  to  the  Allies,  have  been  accom- 
plished. I  do  not  claim  that  any  other  methods  might  have 
been  worked  with  less  strain  upon  your  established  busi- 
nesses and  income.  Perhaps  so.  That  is  a  subject  for  argu- 
ment. 

It  is  in  the  desire  to  lighten  in  every  way  the  burden  of  that 
public  control  that  we  have  asked  you  to  consult  with  us.  As 
Mr.  Hoover  has  said,  definite  plans  for  the  coming  year  cannot 
be  decided  or  promulgated  until  a  fair  and  accurate  estimate  of 
the  materials  with  which  we  are  to  work  can  be  made. 

We  desire  to  take  up  the  different  trades  one  by  one  in  order 
to  make  a  more  definite  and  certain  progress,  to  discuss,  if  you 
please,  the  regulations  and  policies  necessary  in  regard  to  distri- 
bution, to  discuss  how  far  the  entire  plan  of  regulation  can  be  re- 
laxed if  we  do  succeed  in  securing  a  plentiful  supply,  and  see  if  we 
cannot  agree  upon  certain  hypotheses  that  can  be  worked  out 
later;  see  if  it  is  possible  to  select  a  small  Advisory  Board  repre- 
senting the  different  trades  that  we  can  call  in  consultation  with 
us,  in  a  manner  which  it  is  impossible  to  do  in  this  large  gather- 
ing. I  reasonably  expect,  if  it  is  possible,  before  we  close  this 
gathering — and  I  speak  on  the  assumption  that  this  Conference 
will  last  into  to-morrow — before  we  part  I  hope  we  can  devise 
some  plan  by  which  such  standing  Advisory  Board  can  be  selected 
by  the  various  trades,  and  I  promise  you  that  we  shall,  with  a 
due  measure  of  responsibility,  knowing  the  ends  which  must  be 
served,  and  demanding  that  you  give  weight  to  the  wider  experi- 
ence which  we  must  have  had  in  these  different  matters,  that  we 
must  listen  most  carefully  to  every  suggestion  made.  I  would 
remind  you  that  as  early  as  May  17th  }ast,  almost  a  year  ago,  a 
large  delegation  of  grain  men  made  their  recommendations  to 
Mr.  Hoover.     In  the  same  month  a  delegation  of  millers  con- 
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firmed  the  necessity  of  certain  features  of  public  control.  On 
June  26th  we  called  together  the  grain  men  of  the  country  to 
discuss  a  tentative  plan.  On  August  15th,  two  months  later,  the 
details  of  that  plan  had  been  mapped  out,  and  on  August  25th  it 
was  presented  to  the  trade  and  unanimously  approved. 

I  know  that  some  have  made  the  criticism  that  there  was 
presented  a  well  matured,  hard  and  fast  plan  for  your  approval 
or  rejection.  I  did  not  like  that  attitude,  because  I  feel  that  as 
far  as  we  could  have  consulted  the  trade,  we  did.  I  would  re- 
mind you  again,  that  a  month  later,  on  September  24th,  at  the 
National  Grain  Dealers'  Convention  in  Buffalo,  of  600  or  700 
delegates,  I  presented  the  matter  again,  and  the  result  again  was 
a  unanimous  expression  and  approval  as  being  the  soundest  and 
safest  and  most  promising  method  of  accomplishing  the  end 
sought.  I  wonder  if  you  realize  how  much  of  our  time  has  been 
taken  up  since  that  date  with  individual  consultations.  Now,  we 
have  listened  patiently  many  times  to  the  same  arguments  which 
have  been  presented  many  times  before,  and  I  do  not  believe  that 
we  have  built  up  in  our  organization  any  bureaucratic  control  or 
temper  or  inclination  which  will  disregard  the  slightest  word  of 
advice  without  the  fullest  consideration. 

In  the  discussion  which  I  hope  you  will  enter  into  freely,  there 
is  no  angle  or  phase  which  you  cannot  discuss  freely  and  present 
your  views.  In  this  discussion,  as  I  say,  there  are  certain  rules 
which  I  wish  you  would  observe  in  order  that  the  record  may  be 
made  most  clear  and  intelligible.  Will  each  one  of  you,  when 
you  rise,  please  give  your  name  and  your  city.  We  may  know 
you,  and  many  of  you  know  each  other,  but  the  stenographers 
do  not,  and  the  other  gentlemen  in  the  room  who  listen  to  what 
you  have  to  say  would  also  like  to  have  it  identified  with  the  indi- 
vidual. 

The  Chamber  of  Commerce,  which  has  so  kindly  tendered  to 
us  the  use  of  this  room,  also  request  that  there  be  no  smoking  in 
this  room.     I  know  that  you  will  all  observe  that. 

It  is  desired  by  us  that  the  cards  of  registration  be  filled  by 
every  delegate  and  be  turned  in,  so  that  we  will  have  a  complete 
record.  If  any  of  you  have  not  filled  in  these  cards,  will  you 
please  secure  them  at  the  door  and  see  that  they  reach  the  stenog- 
raphers before  you  leave. 

Gentlemen,  if  you  have  any  suggestions  as  to  the  manner  of 
approaching  a  discussion  of  these  questions  that  occur  to  you  as 
being  better  or  more  direct  in  accomplishing  our  ends  than  this 
tentative  programme,  please  present  them. 
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Mr.  Linderholm — In  Mr.  Hoover's  discussion  this  morning, 
he  says  that  the  price  of  $2.20  is  the  price  guaranteed  to  the 
farmer.  Naturally  we  have  been  under  some  misapprehension 
in  regard  to  that,  and  I  understood  that  the  farmer  was  guaran- 
teed a  price  of  $2.00,  and  that  the  President's  Proclamation  made 
these  prices  broad  enough  so  that  the  country  dealer  and  the 
terminal  dealer  could  get  some  profit  intervening.  Now,  it  puts 
us  up  to  the  position  to  pay  the  farmer  that  amount,  and  everyone 
knows  what  a  hard  matter  it  is  to  buy  wheat  from  the  farmer 
and  get  just  what  is  coming  to  you  in  the  way  of  dockage  and 
grade.  For  that  reason  there  would  have  to  be  some  hard  and 
fast  rule  governing  the  country  buyer  as  well  as  the  inspector,  or 
any  other  buyer  that  comes  to  market.  What  I  want  to  get  clear 
is  where  the  basic  price  starts. 

Mr.  Barnes — I  wish  we  knew.  I  wish  we  knew.  We  have 
got  to  develop  these  questions,  these  problems.  We  have  got  to 
develop  the  method  of  meeting  them  the  same  as  we  had  to 
develop  this  last  year's  control.  The  Congress  of  the  United 
States  passed  a  Federal  Food  Control  Law  which  was  very  in- 
effective. If  it  had  not  been  for  the  voluntary  agreement  and 
co-operation  of  the  trade,  there  could  have  been  no  control  this 
last  year.  The  law  is  ambiguous  enough  so  that  it  may  be  inter- 
preted that  the  guaranteed  price  made  effective  by  the  proclama- 
tion of  last  February  at  $2.20  may  actually  apply  only  to  the 
actual  purchaser,  but  we  hope  not.  We  can  appreciate  what  it 
means  for  18,000  country  dealers  to  try  and  buy  grain  from  the 
purchaser  unless  there  is  some  price  to  stand  on  which  he  can 
ask.  There  must  be  a  basic  price,  or  the  whole  trade  is  in  a  more 
chaotic  condition  than  it  was  last  July  and  August,  before  the 
Federal  Food  Bills  became  effective.  That  is  the  reason  we  are 
starting  out  at  this  time  to  try  and  solve  these  problems. 

Mr.  Pierce — May  I  ask  one  question.  I  think  I  understood 
from  Mr.  Hoover — I  think  I  understood  him  to  say  in  his  address 
that  we  must  expect  to  take  some  control  of  wheat  prices  this 
coming  year — some  control ;  not  perhaps  the  absolute  control  we 
had  last  year,  but  some  control.  Is  that  a  correct  understanding, 
Mr.  Barnes? 

Mr.  Barnes — Mr.  Hoover  certainly  made  the  statement  that 
any  food  product  in  this  country  would  be  controlled  in  some 
way  if  the  need  developed. 

Mr.  Pierce — So  that  we  have  to  state  two  propositions.  The 
minimum  price  guarantee  as  established  by  the  Government  is 
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$2.20,  and  on  the  top  of  this  some  kind  of  a  maximum  price 
control.  If  we  could  get  these  ideas  fixed  in  our  minds  I  think 
perhaps  it  would  save  some  time  in  the  discussion  outlined  in  your 
programme. 

Mr.  Barnes — Yes,  I  think  I  may  go  so  far  as  to  say  that  it  is 
Mr.  Hoover's  hope  that  the  crop  this  year  will  be  of  sufficient 
volume  that  no  maximum  control  will  be  necessary.  If  that 
should  be  true,  there  would  be  perhaps  a  field  of  competitive 
business  developed  around  that  level,  and  that  is  what  we  really 
hope  to  see.  Gentlemen,  do  you  want  at  this  time  to  discuss  the 
new  problems,  or  would  you  prefer  to  take  up  this  past  year's 
operations  and  outline  to  us  those  particular  phases  which  have 
borne  hardly  upon  the  various  trades.    What  is  your  pleasure  ? 

Mr.  Pierce — Mr.  Chairman,  if  you  will  allow  me  again. 
This  programme  seems  to  be  excellently  devised,  to  take  the 
matters  up  in  their  proper  order.  I  think  if  we  can  get  the 
country  elevator  situation  out  of  the  way  and  passed,  there  may 
be  some  time  to  discuss  the  other  features.     (Laughter.) 

Mr.  EiKENBERRY — I  would  suggcst  that  the  better  plan  would 
be  to  follow  the  programme  you  have  outlined  and  let  us  have  a 
discussion  of  the  problems  that  have  developed. 

Mr.  Wayne — I  see  the  first  you  have  on  the  programme  here 
is  the  country  elevator  service.  It  seems  to  me  that  it  would  be 
advisable  to  allow  the  country  interests,  if  it  is  possible  to  get 
them  together,  to  talk  over  the  matter,  I  understand  that  there 
has  been  a  Committee  of  the  Terminal  Markets  here  in  New 
York  for  some  time  discussing  the  elevator  problems,  and  I 
think  it  would  be  nothing  more  than  right  to  give  them  a  right 
to  decide  what  they  would  like.  If  the  chair  would  allow  us  a 
little  leeway,  possibly  we  could  get  together  immediately. 

Mr.  Barnes — Gentlemen,  you  have  heard  the  two  sugges- 
tions.   What  is  your  pleasure? 

Mr.  Linderholm — I  would  like  an  expression  from  Mr. 
Barnes  as  to  how  we  should  proceed.  It  seems  to  me  that  he 
called  us  all  here  from  all  the  corners  of  the  earth,  for  the  pur- 
pose of  getting  the  ideas  of  these  people,  and  whether  or  not  we 
have  the  time  to  present  these  items  briefly  so  that  we  could  have 
all  the  benefit  of  them,  or  whether  we  should  go  off  in  sections  I 
should  like  to  know,  and  I  should  like  an  expression  from  Mr. 
Barnes  on  that  proposition.    Of  course,  I  belong  to  the  country 
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trade,  the  country  dealer,  I  don't  take  it  that  is  the  elevator  man, 
but  the  country  dealer  in  all  its  phases,  and  before  I  should  be 
willing  to  follow  Mr.  Wayne's  suggestion  I  should  like  an  expres- 
sion from  Mr.  Barnes  as  to  whether  or  not  it  should  be  carried 
out  as  has  been  here  suggested,  or  whether  we  should  get  together 
and  come  in  with  a  concrete  idea. 

Mr.  Barnes — I  should  say  that  most  of  these  trade  ques- 
tions do  reflect  and  dovetail  with  the  most  of  the  problems  of 
other  sections,  and  there  should  at  some  point  be  a  joint  and 
common  discussion.  But  if  it  were  possible  for  those  in  the 
grain  business  to  get  together  and  report,  for  instance,  as  to  No, 
1,  or  as  to  the  limit  of  storage  last  year  to  thirty  days  or  that  it 
was  in  the  public  interest  and  did  no  harm,  or  vice  versa,  and 
that  we  could  then  discuss  them  in  the  meeting;  and  so  on  all 
down  the  list.  Is  it  possible  for  that  section  of  the  grain  handlers 
to  put  the  question  in  that  way  ? 

Mr.  1  don't  think  there  would  be  any  discus- 
sion on  No.  2. 

Mr,  Barnes — And  so  on  down  the  list. 

Mr.  MuLLiN — I  represent,  Mr.  Chairman,  a  company  that  is 
the  owner  of  about  twenty  mills  and  more  than  one  hundred 
elevators,  country  elevators.  In  case  this  gentleman's  motion 
prevails,  I  would  like  to  know  where  I  am  at.  I  only  raise  the 
question 

Mr.  Barnes — I  should  conceive,  Mr,  Mullin,  that  you  would 
be  entitled  to  enter  into  a  conference  that  would  aflfect  country 
dealer  methods.    You  don't  object,  do  you,  Mr.  Dorsey? 

Mr.  Dorsey — No. 

Mr.  Barnes — What  do  you  think  of  the  suggestion? 

Mr.  Eikenberry — That  is  a  very  excellent  plan,  but  I  think 
I  should  suggest  that  you  direct  the  meeting  as  you  deem  best. 
The  country  grain  trade,  I  am  sure,  is  able  to  come  to  a  con- 
clusion on  the  various  questions  which  have  been  set  forth,  and 
can  do  so,  if  you  desire  that  they  should  do  so  and  can  come  in 
with  concrete  suggestions.  The  same  thing  is  true  of  the  ter- 
minal elevator  trade.  They  can  follow  the  same  plan,  and  I 
think  it  is  a  very  excellent  plan. 

Mr.  Do  I  understand  from  your  suggestion  that  you 

would  have  the  country  elevator  interests  retire  and  consider 
one  of  these,  or  consider  the  whole 
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Mr.  Barnes — Consider  the  whole. 

Mr.  EiCKENBERRY — I  further  want  to  say  that  I  think  that 
when  the  matter  is  returned  and  is  open  for  discussion,  that  it 
should  be  done  in  a  meeting  of  the  entire  body. 

Mr.  Barnes — Yes. 

Mr.  Eikenberry — Because  it  affects  the  different  branches 
of  the  trade  and  it  should  be  considered  by  the  entire  delegation. 

Mr.  Barnes — What  is  the  general  feeling  of  the  delegates 
on  that? 

Mr.  Eikenberry — The  object  is  to  arrive  at  definite  con- 
clusions, and  we  will  welcome  the  trade  going  through  the  list 
presented  and  return   definite  data  and  definite  suggestions. 

Mr.  Barnes — What  is  the  general  feeling  of  the  delegates 
about  any  such  division  into  certain  groups. 

Mr.  1  will  make  a  motion  that  the  different  interests 

be  divided  up  and  that  separate  conferences  be  held  and  that  they 
bring  in  general  reports  to  the  general  meeting. 

Mr.  Barnes — Would  it  be  your  suggestion  that  we  hold  no 
afternoon  session  to-day  and  that  you  plan  to  hold  this  sec- 
ondary meeting  this  afternoon 

Mr.  Eikenberry — I  should  prefer,  Mr.  Barnes,  that  we  do 
not  do  this  by  motion  from  the  floor;  that  suggestions  come 
from  Mr.  Barnes. 

Mr.  Barnes — Mr.  Eikenberry,  we  are  greatly  desirous  of 
having  an  expression  of  the  entire  delegation.  Some  of  the 
gentlemen  may  not  want  that  general  policy  pursued. 

Mr.  Eikenberry — You  have  at  any  time  the  power  to  bring 
that  up  by  a  vote. 

Mr.  Sager — It  occurs  to  me  that  the  interests  of  the  grain 
trade  are  so  common  in  many  respects  and  converge  so  inevi- 
tably into  each  other  that  I  feel  if  it  is  possible  for  us  all  to 
have  the  benefit  of  a  common  conference,  common  advice  and 
joint  co-operation  that  the  result  of  our  efforts  might  more  fully 
reflect  the  well  seasoned  thought  of  the  entire  grain  trade,  much 
more  so  than  if  we  broke  up  into  separate  groups  and  simply 
brought  in  recommendations  representing  merely  one  phase  of 
the  trade.  I  would  like  to  know  whether  there  are  others  who 
share  that  view  with  me? 
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Mr.  DoRSEY — Mr.  Sager  has  expressed  a  great  deal  better 
than  I  could  myself  and  better  than  I  did  the  thought  that 
was  in  my  mind.  That  was  my  idea.  I  believe  that  the  fullest 
co-operation  between  all  branches  of  the  trade  is  necessary  to 
the  economical  handling  of  the  business.  We  are  all  more  or 
less  interested  in  each  other  and  in  the  handling  of  the  busi- 
ness. We  want  to  do  all  we  can  for  the  Government  in  this 
great  crisis.  I  think  that  the  plan  or  programme  as  indicated 
by  you  in  this  tentative  programme  here,  which  is  to  take  it  up 
and  follow  it  out,  limiting  the  discussion  to  brief  statements 
or  brief  discussions,  will  bring  us  much  more  benefit  than  if  we 
were  to  split  up  into  separate  committees.  I  favor  that  idea 
in  preference  to  going  out  in  different  committees  and  coming 
in  and  presenting  something  that  is  peculiarly  beneficial  to 
particular  special  branches  of  the  trade,  without  considering  the 
whole  trade  generally.  It  seems  to  me  that  we  ought  to  re- 
main here  in  conference,  getting  the  benefit  of  an  exchange  of 
ideas,  and  that  in  that  way  the  best  interests  of  all  will  be  served 
because  we  all  are  equally  and  mutually  interested  in  the  matter, 

Mr.  Evans — I  accept  your  suggestion  as  to  the  manner  of 
handling  our  problem.  It  is  now  about  12  o'clock.  I  suggest 
that  we  take  an  hour  for  the  consideration  of  the  country  dealer 
problems  and  suggest  that  the  consideration  of  the  problems  be 
limited  to  discussion  by  individuals  to  only  three  minutes  each. 
I  also  suggest  that  after  adjournment  we  take  up  the  terminal 
problems  in  the  same  way.  If  we  do  not  have  some  definite 
limitation  on  the  time  to  be  occupied  by  each  individual  there  is 
danger  of  talking  on  indefinitely  without  coming  to  any  definite 
conclusions.  I  also  suggest  that  after  we  adjourn  our  meeting 
this  afternoon  then  these  different  interests  can  divide  and 
meet  at  any  time  or  any  place  and  discuss  the  subjects  from 
their  particular  standpoints  and  present  tomorrow  something 
very  definite  as  the  result  of  their  deliberations  individually. 

Mr.  DoRSEY — The  country  is  a  big  thing  and  it  takes  us  all  in. 
I  should  be  willing  to  leave  that  entirely  to  the  discretion  of 
Chairman  Barnes.  When  he  thinks  we  have  reached  the  limit  of 
endurance  in  our  individual  discussions,  I  have  no  doubt  that 
Mr.  Barnes,  because  of  his  experience  and  because  of  his  pro- 
found grasp  of  each  of  the  subjects  to  be  discussed,  will  be  able 
to  control  the  length  of  time  to  be  devoted  to  each  subject.  I 
think  that  is  the  best  plan  to  pursue  and  I,  for  one,  am  entirely 
willing  to  leave  the  procedure  of  this  conference  entirely  in  his 

hands. 
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.  Mr.  Moore,  Kansas  City — We  have  several  problems  in  the 
discussion  of  the  questions  before  us  in  relation  to  grain  distribu- 
tion. We  must  all  realize  that  the  producer  raises  the  grain,  but 
before  he  gets  it  into  edible  shape  the  miller  has  to  grind  it.  The 
country  at  large  has  the  greater  interest,  of  course,  in  eating  it. 
Before  you  evolve  a  constructive  plan  that  is  workable  and 
satisfactory,  those  three  interests  have  got  to  get  together — the 
country  elevator  man,  the  terminal  market  man  and  the  miller, 
to  work  out  one  constructive  plan  covering  the  entire  subject. 

Mr.  Magnuson — I  think  in  starting  this  Convention  our  pre- 
siding officer  stated  that  he  would  be  very  glad  to  work  in  har- 
mony with  the  Conference  in  any  way  that  would  produce 
proper  results.  It  strikes  me  that  we  can  work  out  our  problems 
here  separately,  that  is,  the  country  end  of  it  can  work  out  its 
problem  and  make  a  recommendation.  In  the  same  way  the  ter- 
minal elevators  can  make  their  recommendations.  It  is  also  true 
that  the  millers,  if  they  want  to,  can  in  the  same  way  make  their 
recommendations.  Then  we  can  refer  the  matters  to  this  pro- 
posed committee,  suggested  in  the  opening  remarks  of  our  Chair- 
man, to  work  in  harmony  with  President  Barnes  of  the  Grain 
Corporation.  In  that  way  we  may  avoid  an  open  discussion  of 
the  matter  which,  perhaps,  will  lead  us  nowhere  and  will  take 
up  a  great  deal  of  time  for  everybody  concerned,  including  the 
President  of  the  Grain  Corporation.  I  therefore  suggest  that 
the  propositions  before  us  be  taken  up  from  that  standpoint  and 
let  the  country  grain  dealers  formulate  their  ideas  and  the  same 
with  the  terminal  grain  dealers.  If  the  millers  want  to  make  sug- 
gestions along  that  line  let  them  do  so.  I  think,  however,  that 
their  organization  has  been  well  taken  care  of  during  the  last 
year. 

Mr.  Pierce — Has  that  motion  been  seconded  ? 

The  Chairman — No. 

Mr.  Pierce — Then  we  cannot  speak  to  it. 

The  Chairman — You  may,  on  special  dispensation. 

Mr.  Pierce — Then  I  will  second  the  motion  in  order  to  speak 
to  it.  I  understand  that  this  very  well  selected  programme  was 
made  up  to  be  used  to  establish  certain  fundamental  principles 
in  handling  this  country  business  which  may  be  used  ultimately 
to  work  into  a  general  plan.  If  the  country  elevator  men  should 
meet  by  themselves  and  if  the  terminal  elevator  people  should 
meet  by  themselves,  and  if  both  branches  of  the  trade  should 
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thereafter  bring  in  their  recommendations  to  this  general  Con- 
ference, it  would  take  considerable  time  for  each  of  them  to 
thresh  out  their  ideas  before  us  and  it  would  take  just  as  much 
time  for  us  to  discuss  them  as  if  we  were  to  discuss  them  now  in 
general  conference.  That  would  merely  double  the  time  con- 
sumed in  endeavoring  to  arrive  at  a  solution  of  our  problems. 
Another  long  period  of  time  would  be  taken  up  to  reconcile  the 
recommendations  and  the  ideas  of  the  Conference  on  those  rec- 
ommendations, wherever  they  needed  any  reconciliation.  It  seems 
to  me  if  we  may  proceed  along  the  lines  suggested  by  Mr.  Evans 
and  take  this  programme  up  in  detail  without  giving  too  much 
time  to  any  individual  that  we  will  make  much  better  progress 
and  much  more  satisfactory  progress.  Besides  that,  there  are 
many  here  almost  equally  interested  in  the  country  elevator 
business  and  in  the  terminal  elevator  business  and  also  in  the 
commission  business.  I  do  not  exactly  comprehend  how  you 
could  separate  such  individuals  into  conferees  at  three  diflferent 
committee  meetings  (laughter  and  applause). 

The  Chairman — How  would  it  do  if  we  tried  a  combination, 
that  is,  take  this  programme  and  discuss  those  items  that  we 
can  agree  on  quickly  and  without  too  much  discussion.  If  any 
of  them  should  present  unusual  difificulties  and  require  too 
much  discussion  for  a  satisfactory  solution  of  the  problem, 
then  those  might  be  referred  to  the  consideration  of  the  par- 
ticular men  interested.     Is  that  satisfactory  and  practicable? 

Mr.  Pierce — It  certainly  is  to  me.  (Many  members  signify 
their  approval.) 

The  Chairman — Then  let  us  start  with  the  programme  as  a 
working  basis.  Our  first  division  is  that  in  relation  to  country 
dealer  problems.  Let  us  take  up  the  first  sub-head,  Limitation 
of  Storage  Period,  and  let  us  have  your  expressions  regarding 
the  efifect  of  the  limitation  of  storage  period  on  country  elevators 
last  year.  Has  any  grower  or  anybody  sufifered  injustice  by  the 
movement  of  wheat  into  commercial  channels  that  have  been 
greedily  waiting  for  it?  Has  it  deprived  the  country  elevator 
of  income? 

Mr.  Mullen — I  suggest,  Mr.  Chairman,  that  the  time  is  too 
short  and  I  suggest  that  it  be  extended  to  60  days.  The  present 
limitation  is  entirely  too  short. 

Mr.  Magnuson — I  was  going  to  suggest  that  we  had  a  pre- 
liminary meeting  last  night  at  which  some  of  these  things  were 
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threshed  out.  Some  things  have  been  recommended  and  I  do 
not  see  any  reason  why  those  conclusions  as  arrived  at  in  that 
way  may  not  now  be  presented,  so  far  as  they  are  tenable 
under  this  presentation  which  you  have  submitted.  They  were 
agreed  to  before  the  meeting  already  held  and  the  subjects  have 
been  very  thoroughly  threshed  out.  There  is  a  general  under- 
standing that  the  conclusions  arrived  at  are  correct  and  I  do 
not  see  why  they  cannot  be  presented  here. 

Mr.  Eikenberry  presided  at  that  meeting  last  night.  I  wish, 
unless  there  be  objection,  that  that  might  be  done.  Is  there 
any  objection  to  Mr.  Eikenberry  presenting  briefly  the  result 
of  our  conference? 

The  Chairman — I  have  no  objection. 

Mr.  Eikenberry — Mr.  Chairman,  answering  Mr.  Magnu- 
son's  suggestion,  I  certainly  have  no  objection  to  stating  the 
results  of  our  conference.  I  defer  entirely  to  your  wishes  as 
to  the  proper  time  to  present  such  concrete  conclusions  as  were 
arrived  at  during  our  previous  conference. 

The  Chairman — Then,  following  your  suggestion,  Mr. 
Eikenberry,  let  us  discuss  right  now  any  suggestions  as  to  a 
new  plan,  following  our  programme.  Let  us  discuss  the  prob- 
lems that  have  developed  this  year  as  to  how  they  are  bearing 
upon  the  trade.  Give  us,  in  that  way,  a  clear  idea  of  where 
tliey  have  borne  on  you  and  how  the  limitation  of  the  period 
has  worked,  in  your  judgment. 

Mr.  Eikenberry — Your  idea  is  to  present  our  conclusions 
as  we  take  up  the  different  parts  of  the  programme  now  before 
us? 

The  Chairman — Yes.  Let  us  speak  now  as  to  the  effect 
of  the  limitation  of  the  storage  period  in  country  elevators. 

Mr.  Dorsey — I  agree  with  Mr.  Mullen.  I  think  that  60 
days,  with  a  stabilized  price,  would  not  be  very  much  of  an 
incentive  to  hold  the  grain.  I  do  not  think  that  even  is  a  suffi- 
ciently long  time.  A  longer  time  would  not  be  too  long.  If 
we  had  no  stabilized  price,  that  would  be  a  different  proposition. 
I  do  not,  however,  see  any  incentive  in  the  present  plan  to 
induce  the  elevator  man  to  hold  his  grain  for  any  length  of 
time.  With  the  question  of  transportation  and  other  elements 
entering  into  our  problem,  it  seems  to  me  60  days  is  not  too 
long. 
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The  Chairman — Not  only  for  the  elevator  owners  but  for 
their  customers? 

Mr.  DoRSEY — Yes,  not  only  for  the  elevators,  but  for  the  cus- 
tomers, and  for  the  Government,  as  well.  We  must  not  forget 
to  bear  that  in  mind  as  the  maximum. 

Mr.  Mullen — Yes,  as  a  maximum. 

Mr.  Price — Mr.  Chairman  and  Gentlemen :  I  represent  the 
National  Council  of  Farmers'  Co-operative  Association,,  which 
conduct  300  elevators.  I  hope  it  will  not  be  a  reflection  on  me 
if  I  admit  here  in  this  presence  that  I  also  am  a  farmer.  I 
don't  know  whether  anybody  else  here  is  a  farmer  or  not,  but 
Mr.  Wayne  is  quite  an  extensive  farmer. 

Mr.  Wayne — Here  is  one. 

Mr.  Price — Now  as  to  that  limitation  of  storage  period. 
What  does  that  mean?  Do  you  have  to  get  it  out  within  a 
certain  time? 

Mr.  DoRSEY — Y^s. 

Mr.  Price — Or  is  there  a  penalty  attached  to  it  if  you  do 
not  get  it  out  in  six  months?  How  about  our  difficulty  when 
it  is  impossible  to  get  cars  from  the  railroad  in  which  to  move 
the  grain? 

The  Chairman — You  cannot,  of  course,  accomplish  impos- 
sibilities, but  you  have  no  right  to  store  beyond  30  days. 

Mr.  Price — Mr.  Chairman,  we  dont'  want  to  store  it,  but 
then  there  is  no  penalty  if  we  cannot  get  it  out.  Does  that 
force  you  to  store  wheat  in  preference  to  any  other  grain? 
I  mean,  as  if  we  had  soft  grain  in  there.  Would  that  force 
you  to  move  that  wheat  before  you  moved  that  soft  grain? 

The  Chairman — It  would,  if  we  called  on  you  to  enforce 
that  regulation. 

Mr.  Clark — I  understand  when  the  word  grain  is  used  that 
wheat  is  meant? 

The  Chairman — We  are  discussing  wheat  now.  Let  us  set 
coarse  grain  aside  for  separate  discussion. 

Mr.  Sherwood — In  the  operation  of  the  country  elevators 
and  in  consideration  of  the  30  days'  storage  period,  we  neces- 
sarily take  into  account  the  period  a  farmer  might  wish  to  store 
in  a  country  elevator.     With  the  knowledge  that  there  is  to  be 
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no  fluctuation  in  price,  I  assume  that  during  the  ensuing  year 
the  farmers  will  be  no  more  inclined  to  store  wheat  in  the  country 
elevators  than  they  have  been  during  the  past  crop  season.  The 
elevator  owner  would  certainly  have  no  object  in  holding  wheat 
on  hand  in  his  elevator  any  longer  than  it  would  take  him  to  get 
it  into  cars  and  put  it  into  transportation  and  get  his  money  out 
of  the  wheat. 

The  country  mill,  the  mill  removed  from  points  where  termi- 
nal stocks  might  be  carried  might  find  it  necessary  to  carry  wheat 
in  country  elevators,  and  we  found  it  necessary  to  carry  wheat 
in  country  elevators  where  they  are  located  a  distance  from 
terminal  stocks,  where  they  must  provide  their  supply  of  wheat 
for  their  mills  during  the  crop  movement  period  and  hold  it  for 
the  balance  of  the  milling  year. 

Therefore  I  would  suggest,  Mr.  Barnes,  that  the  30  day  period 
for  the  farmers  is  quite  sufficient.  That  generally  would  give 
him  time  to  get  his  crop  in  and,  if  he  wanted  to  sell  his  crop, 
cash  his  crop  in  one  large  item  instead  of  load  by  load,  the  30 
day  period  would  give  him  quite  sufficient  time  to  do  that. 

It  seems  to  me  that  if  the  country  elevator  had  instructions 
to  ship  wheat  immediately  upon  taking  it  in  it  would  be  quite 
satisfactory  to  the  country  elevator.  It  seems  to  me,  also,  that 
some  special  arrangement,  such  as  special  terms  which  have  been 
effective  in  the  past,  should  be  continued  in  the  future,  where 
there  is  some  special  reason  like  the  country  miller  holding  his 
supply  of  wheat  for  future  use  in  country  elevators. 

Mr.  Smiley — With  the  price  fixed  we  do  not  see  there  is 
any  incentive  whatever  for  the  farmers  to  rush  any  part  of  his 
crops  in  until  there  is  sufficient  transportation  secured  to  move 
it.  We  anticipate  in  our  State  this  year,  if  present  conditions 
are  maintained  and  with  a  wheat  crop  approximating  100,000,000 
bushels,  that  it  will  require  approximately  75,000  box  cars  to 
move  that  crop  from  the  farms  to  the  manufacturers  and  it  will 
require  another  75,000  cars  to  move  that  product  of  the  grain 
to  the  consumers.  We  cannot  conceive  that  it  is  possible,  under 
existing  conditions,  for  that  number  of  cars  to  be  furnished  the 
State  of  Kansas  within  six  months  after  the  harvest  period  be- 
gins. But  we  do  realize  this.  I  think  I  fully  realize  it,  having 
met  with  probably  as  many  farmers  in  the  State  of  Kansas  as 
any  other  man  in  the  country,  that  almost  without  exception 
they  are  determined,  if  possible,  to  move  their  wheat  immediately 
after  it  has  been  threshed  (applause).     This  being  the  case,  this 
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being  true,  the  question  of  storage,  of  limited  time  of  storage  in 
country  elevators,  is  of  little  consequence  to  us.  I  think  I  voice 
the  sentiment  of  the  entire  elevator  ownership  of  the  State  of 
Kansas  when  I  say  they  are  discouraging  as  far  as  possible  any 
storage  of  grain  in  country  elevators  by  the  farmers  (applause). 

Mr.  Mullen — I  think  I  can  say  that  I  know  what  this  gentle- 
man says  is  correct,  that  the  tendency  of  the  farmers  will  be  to 
sell  during  the  year.  But,  if  you  please,  where  I  am  located 
transportation  facilities  have  been  very  bad  all  the  past  year 
and  the  farmers  haul  their  wheat  a  long  ways.  Many  farmers 
spend  more  than  30  days  in  getting  their  crop  into  the  market. 
They  send  their  hired  man  or  their  wife  or  perhaps  a  child  to 
haul  in  grain  15  or  20  miles  or  farther  out  West.  The  fact  that 
this  time  limitation  might  be  extended  to  60  days  would  not  pre- 
vent a  man  disposing  of  his  crop  within  ten  days,  but  there  comes 
a  time  when  you  cannot  get  transportation  facilities,  when  trans- 
portation facilities  are  not  available.  But  in  case  an  elevator 
man  might  say  to  a  farmer,  I  don't  care  to  buy  your  wheat  now 
but  if  you  will  leave  it  here  with  me  I  can  store  it  60  days  as  a 
maximum  and  prior  to  the  expiration  of  that  time  we  will  be 
able  to  dispose  of  it,  that  would  be  something  worthy  of  con- 
sideration. That  was  the  object  I  had  in  view.  Limiting  the 
time  to  60  days  need  not  necessarily  result  in  the  farmer  holding 
his  wheat  60  days.  He  may  sell  it  the  next  day,  if  he  can  do  so. 
But  where  the  transportation  facilities  are  short,  as  they  have 
been  during  the  past  year,  I  think  it  will  be  a  great  help  to  the 
farmer  to  be  given  the  privilege  of  storing  his  wheat  a  longer 
period  than  30  days,  if  he  sees  fit  to  do  so. 

Mr.  Lasker — In  considering  the  question  of  the  limitation  of 
the  storage  period  for  wheat  we  must  also  consider  the  elevator 
belonging  to  the  mill.  Sixty  days  would  not  be  any  too  much. 
If  we  limit  it  to  30  days  and  there  is  a  car  congestion  it  means 
that  though  there  might  be  plenty  of  wheat  in  the  country  the 
elevators  would  have  to  shut  down.  In  consequence  the  supply 
of  flour  would  not  be  as  great  as  it  should  be,  besides  which,  for 
economical  milHng,  the  miller  should  always  have  a  certain  amount 
of  wheat  on  hand  in  advance.  Therefore  I  think  if  this  rule  is 
going  to  affect  the  country  elevator  it  will  also  affect  the  elevator 
belonging  to  the  mill  and  60  days  should  be  the  limit  and  not  30 
days. 

Mr.  LiNDERHOLM — The  President's  Proclamation  was  brought 
up  and  discussed.     If  I  read  it  correctly  and  if  the  President's 
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Proclamation  be  complied  with  and  enforced  it  will  necessitate  a 
revolution  in  the  handling  of  grain  at  country  stations.  If  you 
will  permit  it,  I  will  read  what  he  says  here.  I  will  not  give  the 
prices.    He  says : 

"  The  sums  thus  determined  and  fixed  are  guaranteed  by  the 
Government  of  the  United  States  at  the  respective  principal 
primary  markets  of  the  United  States  above  mentioned,  to  every 
producer  of  wheat  of  any  grade  so  established  under  the  United 
States  Grain  Standards  Act,  upon  the  condition  that  said  wheat  is 
harvested  in  the  United  States  during  the  year  1918,  and  offered 
for  sale  before  the  1st  day  of  June,  1919,  to  such  agent  or  employe 
of  the  United  States,  or  other  person  as  may  be  hereafter  desig- 
nated, at  any  one  of  the  above-mentioned  cities,  which  are,  for 
the  purposes  of  this  Act,  hereby  declared  to  be  the  principal 
primary  markets  of  the  United  States,  and  provided  that  such 
producer  complies  with  all  regulations  which  may  be  hereafter 
promulgated  in  regard  to  said  guarantee  by  the  President  of  the 
United  States." 

In  our  country  I  am  operating  some  hundred  elevators  and  the 
crop  has  been  very  light  there.  We  have  had  very  little  trouble 
with  the  farmers  in  buying  their  wheat  at  reasonable  margins. 
But  tmder  those  conditions  we  will  have  to  revolutionize  the  hand- 
ling of  wheat.  With  a  large  crop  it  might  be  different.  The  great 
problem  will  be  the  cost  fixing  feature.  You  can't  get  a  farm 
elevator  or  a  country  elevator  or  anybody  else  to  work  without 
getting  a  profit  and  how  are  they  to  guarantee  grades  at  terminal 
markets  unless  compensated. 

The  Chairman — Gentlemen,  we  have  been  15  minutes  on  this 
question  and  apparently  there  is  a  divergence  of  views  at  once 
among  country  dealers.  I  would  like  every  one  to  speak  directly 
to  the  question  under  consideration  or  we  will  never  progress. 

Mr.  QuiNN — Does  the  Food  Administration  interpret  that  as 
meaning  that  those  prices  are  payable  to  the  farmeer  providing  he 
delivers  at  the  terminals  or  stations  mentioned  ?  In  other  words, 
is  it  the  interpretation  of  the  Food  Administration  that  the  $2.20 
price  for  No.  1  Northern  is  payable  to  a  farmer  say  20  or  30 
miles  west  of  Chicago  ? 

The  Chairman — It  contemplates  only  taking  wheat  delivered 
at  these  terminals  at  the  prices  stated.  Now,  gentlemen,  please 
speak  directly  to  the  question  which  is  the  limitation  of  storage 
period  in  country  elevators  30  days.     We  are  dealing  with  that 
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question  now  and  we  want  an  expression  from  the  country  dealers 
and  their  judgment  pro  and  con.  If  there  is  no  further  discussion 
on  the  first  question  we  will  pass  to  the  second,  Seed  Wheat  Sup- 
ply and  Distribution.  We  would  like  to  have  your  opinions  and 
comments  on  the  seed  policy  of  the  Grain  Corporation  during  this 
last  year.  Is  there  any  criticism  of  that  policy  ?  Was  the  selling 
of  seed  stocks  at  an  advance  of  not  over  15  per  cent,  satisfactory? 

Mr.  DoRSEY — I  don't  think  there  can  be  but  one  expression 
and  that  will  be  of  commendation  and  approval. 

The  Chairman — Are  there  any  dissenting  views,  gentle- 
men.'' If  not  we  will  pass  to  No.  3,  Present  Grain  Corporation 
contracts.  There  are  now  some  15,000  country  elevators  gov- 
erned by  various  kinds  of  Corporation  contracts.  What  criti- 
cism have  you  got  or  what  suggestions  have  you  to  make  as  to  the 
manner  in  which  those  contract  terms  are  written  and  how  they 
may  be  improved  ? 

Mr.  Magnuson — In  relation  to  the  contract,  in  order  to  be 
operative  from  the  country  elevator  man's  standpoint,  I  think  the 
contract  should  embody  a  guarantee  against  a  penalty  in  the  price 
due  to  grades  as  established  by  the  Federal  Inspection  Depart- 
ment, and  that  the  contracts  should  also  provide  for  storage 
charge  to  be  paid  by  the  Grain  Corporation  of  the  Food  Adminis- 
tration getting  sufficient  to  take  care  of  the  insurance  and  other 
such  charges  from  the  time  of  the  purchase  of  the  wheat  until 
the  time  that  the  money  is  received  for  the  wheat  at  the  terminal 
or  at  whatever  point  the  Food  Administration  Grain  Corporation 
directed  that  it  be  shipped.  And  the  storage  provision  should  take 
care  of  the  insurance  that  the  country  elevator  man  would  natur- 
ally have  to  pay,  and  that  would  enable  him,  to  a  certain  extent, 
to  overcome  part  of  the  difficulties  under  which  he  has  labored 
this  year,  in  that  he  has  had  no  chance  to  get  a  premium,  that  he 
has  been  deprived  of  a  carrying  charge,  that  he  has  been  deprived 
of  any  storage  charge  that  has  generally  accrued  to  him,  from  the 
fact  that  the  farmers  have  stored  and  paid  storage  on  wheat 
in  the  hope  of  getting  a  larger  price.  Those  are  the  only  sugges- 
tions in  regard  to  the  contract  that  I  think  of  at  the  moment. 

The  Chairman — Let  me  ask  you  this,  as  to  the  rate  fixed  in 
the  contract  generally  executed,  the  rate  of  one-twentieth  of  a 
cent  per  day,  do  you  have  any  criticism  of  that  as  a  fair  rate  ? 

Mr.  Magnuson — I  think  that  a  fair  rate  per  day  would  be 
one-fifteenth  of  a  cent  per  day,  because  it  is  very  easily  figured. 
I  think,  when  you  come  to  pay  the  insurance  and  interest  on  the 


basic  price  of  wheat,  and  taking  into  account  the  other  things  in 
connection  therewith,  that  one-fifteenth  of  a  cent  would  not  be 
too  much.    It  would  be  fair  but  it  would  not  be  too  much. 

The  Chairman — What  suggestion  have  you  about  the  pres- 
ent regulation  which  makes  that  allowance  as  it  stands  only- 
effective  when  shipments  in  any  one  week  are  not  20  per  cent, 
of  the  total  stock? 

Mr.  Magnuson — The  present  regulation  of  the  shipments  of 
any  kind  of  grain  cutting  off  the  storage  when  20  per  cent,  has 
been  shipped  during  any  one  week  I  do  not  think  should  have 
any  room   in  this  particular  provision. 

The  Chairman — Your  point  is  that  every  bushel  should  start 
to  earn  as  soon  as  taken  in? 

Mr.  Magnuson — Yes,  every  bushel  should  start  to  earn  as 
soon  as  taken  in  from  the  time  that  it  is  taken  in  until  the  time 
it  is  shipped  out  so  as  to  cover  the  whole  thing. 

Mr.  Sager — At  a  meeting  largely  attended  last  evening  by  the 
delegates,  from  all  the  various  Exchanges,  concrete  recommenda- 
tions covering  this  very  point  were  adopted.  Would  it  be  in 
order  to  ask  Mr.  Eikenberry  to  read  that  one  recommendation 
which  illustrates  the  thought  and  judgment  of  the  delegates  as 
represented  at  the  meeting  last  night  on  this  one  question  which 
you  have  raised? 

The  Chairman — Yes,  Mr.  Eikenberry  might  read  that. 

Mr.  Sager — That  that  one  section. 

Mr.  Eikenberry — This  will  be  presented  to  you  later  on 
in  the  form  of  a  communication,  Mr.  Chairman.  The  recom- 
mendation is  as  follows : 

"  In  order  to  protect  country  dealers  of  wheat  purchased 
by  them,  the  United  States  Food  Administration  Grain  Cor- 
poration should  agree  to  purchase  from  them  at  the  basic  price 
less  a  commission  of  one  per  cent,  any  wheat  which  said  country 
dealer  is  unable  to  dispose  of  elsewhere.  The  Grain  Corpora- 
tion should  pay  country  dealers  a  consideration  of  one-fifteenth 
of  one  cent  a  bushel  per  day  on  all  wheat  purchased  by  said 
country  dealers  from  the  time  it  is  received  at  their  elevators 
until  it  is  shipped  out  and  final  payment  is  made  therefor.  This 
consideration  will  partially  reimburse  country  dealers  for  losses 
due  to  inability  to  get  any  carrying  charges,  to  liquidate  their 
wheat  at  a  premium  over  futures,  to  collect  storage  from  the 
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farmer  (who  in  normal  times  carries  grain  in  the  country  ele- 
vators), and  also  for  the  loss  of  interest  and  insurance." 

The  Chairman — I  take  it,  as  this  is  a  recommendation  of 
the  trade,  then  the  trade  is  generally  dissatisfied  with  the  present 
terms  of  the  contract. 

Mr.  Hoffman — Inasmuch  as  you  are  going  to  have  a  sec- 
tional meeting  of  the  country  elevator  interests  and  other  inter- 
ests, I  believe  that  that  recommendation  should  be  left  to  the 
country  elevators.  There  was  a  good  deal  of  discussion  on  that 
point  as  to  the  amount  necessary,  to  either  make  the  country 
elevator  play  even  or,  at  least,  not  suffer  the  loss  that  he  is  now 
suffering.  There  were  a  number  of  people  there  who  were  not 
country  elevator  operators.  I  do  say  from  the  point  of  view  of 
the  terminal  elevator  man  that  where  he  has  a  million  bushels 
on  storage  that  the  question  of  labor  per  bushel  does  not  make 
very  much  difference.  But  you  take  a  country  elevator  with 
10,000  bushels  then  the  question  of  labor  becomes  very  impor- 
tant and  you  will  have  an  item  of  expense  there  amounting  to  one 
and  one-half  cents  per  bushel  for  labor  alone.  That  is  where 
you  handle  only  a  limited  quantity  of  grain  and  happens  time 
and  time  again  the  year  around  to  the  country  elevator.  It  is 
our  contention,  from  the  standpoint  of  such  a  dealer,  that  this 
allowance  should  be  at  least  one-tenth  of  a  cent  per  day  to  per- 
mit the  country  shipper  to  break  even.  If  we  are  to  have  a  sec- 
tional meeting  I  would  like  to  see  this  matter  go  over  until  that 
sectional  meeting  makes  its  report  instead  of  having  this  report 
accepted  as  it  has  just  been  read. 

The  Chairman — Then  shall  we  refer  this  to  the  meeting? 
(Several  voices  in  the  affirmative.) 

Mr.  Derby — Another  objection  to  this  contract  is  that  if  there 
is  other  grain  in  the  elevator  the  allowance  is  not  made  on  wheat. 
I  know  we  have  had  an  instance  in  Kansas  where  a  shipper  will 
ship  ear  corn  in  stock  cars  and  therefore  you  have  that  amount 
of  wheat  in  the  elevator  for  which  you  get  no  recompense.  It 
seems  to  me  not  fair  in  that  respect.  I  think  the  plan  suggested 
by  Mr.  Eikenberry  is  nearer  right. 

Mr.  DoRSEY — I  wish  to  speak  a  minute  on  the  subject  of  direc- 
tion of  shipments. 

The  Chairman — That  is  perfectly  proper. 

Mr.  DoRSEY — We  find  in  Texas,  and  I  think  it  will  apply  in 
Kansas   and   Oklahoma,   that   the   rules   of   the   Administration 
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requiring  that  they  control  shipments  from  points  of  origin  have 
worked  a  hardship  on  the  country  shipper  and  what  we  call  the 
interior  markets,  in  this  way.  I  have  known  of  my  personal 
knowledge  of  country  shippers,  by  sending  their  grain  to  dealers 
in  Ft.  Worth,  have  saved  all  the  way  from  one  cent  to  as  high 
as  seven  cents  per  bushel  per  car,  by  reason  of  having  the  commis- 
sion man  call  for  a  reinspection  and  handling  and  cleaning  and 
preparing  it  as  permitted  by  the  Administration.  My  sugges- 
tion is,  one  which  I  believe  would  meet  with  the  approval  of 
the  trade,  that  the  Administration  control  the  distribution  of 
the  wheat  instead  of  the  shipment  from  the  point  of  origin. 

For  instance,  I  can  illustrate  my  point  in  this  way  better. 
A  man  at  Strong  City,  Kansas,  having  some  wheat  that  he  is  not 
prepared  to  clean  and  blend,  which  is  permissible,  but  he  is  not 
permitted  to  ship  that  wheat  under  the  present  rule  to  Topeka, 
Kansas,  where  they  have  a  good  cleaning  house  and  drying  house 
and  where  they  are  prepared  to  get  that  grain  ready  for  milling 
purposes.  But  he  can,  without  direction  from  the  Administration, 
ship  that  grain  into  Kansas  City.  He  cannot,  however,  ship  it  to 
Ft.  Worth.  The  people  in  my  country  feel  that  this  is  a  burden 
on  them  and  unnecessary  and  does  not  benefit  any  one.  Since 
the  Administration  controls  the  distribution  of  that  wheat,  it 
cannot  be  shipped  for  export  or  milling  purposes  without  such 
direction,  they  feel  that  it  is  an  injustice  to  the  trade,  both  to 
the  interior  markets  and  to  the  country  shippers.  We  believe 
that  the  country  dealer  should  be  permitted  to  ship  his  wheat 
to  interior  markets  or  whatever  points  he  chooses,  unless  he 
chooses  to  ship  it  to  the  mills,  and  then  the  Administration 
should  very  likely  control  that  distribution.  But  since  they  con- 
trol the  distribution,  we  believe  we  ought  to  have  the  right  to 
ship  it  to  these  interior  markets  and  not  be  penalized. 

The  Chairman — I  cannot  let  that  go,  Mr.  Dorsey,  without 
an  explanation.  Your  statement  is  a  hypothetical  one,  I  as- 
sume. You  say  that  in  the  West  the  interior  dealer  could  not 
ship  his  wheat  to  Topeka  but  could  to  Kansas  City.  If  he 
had  the  right  of  shipment  to  Kansas  City  he  could  ship  to 
Topeka.  If  we  assumed  the  right  of  direction  we  would  not 
let  him  ship  to  Kansas  City  any  more  than  we  would  let  him 
ship  to  Topeka. 

Mr.  DoRSEY — Well,  Mr.  Chairman,  it  is  very  like  the  fellow 
who  was  advised  by  his  lawyer  that  for  the  offense  he  had 
committed  he  could  not  be  put  in  jail,  but  he  was  in  jail  just  the 
same, 
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The  Chairman — How  is  that,  Mr.  Piazzek? 

Mr.  Piazzek — He  is  permitted  to  ship  to  Topeka  or  to  Kan- 
sas City. 

Mr.  DoRSEY — This  is  not  the  case  in  Texas.  He  cannot  ship 
without  direction,  Mr.  Piazzek — the  railroad  won't  furnish  the 
cars. 

Mr.  Piazzek — You  are  speaking  of  those  who  have  acqui- 
esced in  our  control  and  have  agreed  to  our  right  of  direction? 

Mr.  DoRSEY — I  am  speaking  with  reference  to  all,  Mr. 
Piazzek. 

Mr.  Piazzek — Unless  you  have  acquiesced  in  our  control 
we  have  no  control  over  you.  You  may  ship  in  any  direction. 
It  is  conceivable  that  we  might  know  of  a  better  place  than  you, 
and  as  soon  as  you  say  we  may  direct  it  we  send  it  where  it  is 
needed  worse.  But,  Mr.  Dorsey,  we  do  not  assume  that  control 
over  any  wheat  that  has  not  been  given  to  us  by  the  owner. 

Mr.  Dorsey — But  is  there  a  single  dealer  in  that  zone  who 
has  not  given  you  that  control? 

Mr.  Piazzek — Yes,  a  very  few. 

Mr.  Dorsey — That  is  what  I  thought. 

The  Chairman — But  the  point  is  made  that  you  cannot  ship 
to  Topeka  but  could  to  Kansas  City.  You  could  not  ship  to 
Kansas  City  until  you  got  a  direction  to  ship  to  Kansas  City, 
and  you  might  get  that  direction  to  ship  to  Topeka. 

Mr.  Dorsey — As  explained  by  Mr.  Piazzek  at  a  meeting  in 
Kansas  City  not  so  very  long  ago  he  acquiesced  in  my  state- 
ment tliat  a  man  could  not  ship  to  any  place  except  to  a  ter- 
minal market  where  the  Government  has  an  agent  and  that  he 
could  ship  it  there  without  direction  of  the  Government  or  the 
Administration  but  he  could  not  ship  otherwise.  That  is  the 
absolute  rule  that  prevails  in  Texas,  I  can  assure  you,  and  I 
believe  it  prevails  practically  all  over  the  country  in  the  far 
West. 

Mr.  Perrine — From  my  observations  of  the  working  out  of 
this  contract  during  the  past  year,  it  seems  to  have  created 
more  or  less  a  preferred  class,  those  who  have  signed  the  con- 
tracts, and  in  some  sections  only  a  small  percentage  of  the  grain 
dealers  even  know  of  it.  In  other  words,  I  find  that  a  very 
large  percentage  have  not  signed  it.    They  are  able,  under  direc- 
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tion  of  your  Corporation,  to  secure  the  market  price,  less  freight, 
without  commission  in  shipping  wheat.  I  want  to  ask  you,  is  it 
the  desire  of  the  administration  that  all  country  elevators  of  all 
descriptions  work  under  this  contract? 

The  Chairman — Yes,  we  would  like  to  have  them  100  per 
cent,  accepted  and  executed. 

Mr.  Perrine — The  general  feeling  in  our  previous  meetings 
was,  anticipating  this  large  crop,  that  we  could  have  a  free  and 
unrestricted  movement  of  wheat  in  all  directions,  so  that  each 
part  of  the  trade  could  participate  in  the  usual  handling  of  that 
to  perhaps  a  minor  extent.  We  do  not  hope  to  have  what  we 
had  before,  but  it  appeared  to  me  that  under  the  working  of  this 
contract  during  the  past  year  that  it  did  create  a  preferred  class, 
that  it  did  result  in  the  fact  that  the  country  dealers  who  had 
signed  the  contract  were  able  to  get  more  for  their  wheat  than 
their  neighbors  who,  not  having  a  contract,  shipped  to  an  open 
market.     If  the  contract  is  to  prevail  it  should  be  universal. 

The  Chairman — Yes,  Mr.  Perrine,  we  quite  agree  with  you 
that  the  ideal  operation  which  we  hoped  to  attain  this  coming 
year  is  for  us  not  to  exercise  that  right  of  direction  in  any  way. 
It  would  not  have  been  exercised  this  last  year  if  the  mills  had 
been  able  to  run  on  the  natural  flow  of  wheat.  The  exercise  of 
the  right  was  necessary  to  stimulate  the  milling  production. 

Mr.  Mullen — It  appears  to  me  that  something  in  the  nature 
of  a  mistake  or  oversight  has  resulted  during  the  past  year.  I 
take  it  for  granted  that  the  gentlemen  here  did  not  come  here 
for  the  purpose  of  lining  their  pocketbooks;  that  they  did  not 
come  here  for  the  purpose  of  increasing  their  profits.  They  came 
here  with  the  expectation  of  making  good  without  losing  any- 
thing, that  that  is  about  all,  I  take  it,  they  expect. 

If  we  raised  a  thousand  million  bushels  of  wheat  no  more 
than  two  hundred  million  will  come  on  the  market  the  first 
month  and,  of  course,  you  can  readily  understand,  as  the  gentle- 
man just  said,  that  the  whole  farming  community  will  want  to 
press  the  remainder  of  their  wheat  on  the  market  at  once  just  as 
soon  as  they  possibly  can.  I  think  if  you  are  going  to  put  on 
these  big  charges  you  are  going  to  pretty  near  swamp  the  Govern- 
ment. You  must  remember  that  we  have  got  to  stand  a  loss  and 
I  do  not  think  that  we  should  ask  the  Government  to  stan^  the 
full  amount.  I  think  that  people  who  carry  wheat  this  year  have 
to  stand  a  portion  of  the  loss.  It  appears  to  me  that  one-twen- 
tieth of  a  cent  will  do,  but  one-fifteenth  of  a  cent  is  enough. 
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I  do  wish,  Mr.  Chairman,  to  add  this  thought.  Could  not 
you  arrange  that  this  extra  change  shall  follow  the  wheat  to  the 
mill  door?  Can  you  not  arrange  so  that  the  mill  which  grinds 
this  wheat  shall  pay  this  extra  charge?  Then,  of  course,  it  will 
be  absorbed  in  an  increased  price  for  the  flour. 

The  last  year  has  been  quite  discouraging.  We  are  shipping 
wheat  now  to  Minneapolis  that  we  have  held  for  six  months. 
We  are  shipping  wheat  to  Ft.  Worth  and  down  through  Kansas 
that  we  have  held  six  months,  and  we  are  getting  what  we  paid 
for  it.  You  can  readily  understand  that  is  discouraging,  and  I 
think  it  best  to  explain  that  we  will  stand  the  loss,  of  course, 
but  it  is  discouraging.  We  do  hope  to  be  able  to  arrive  at  an 
understanding  more  satisfactory.  I  believe  that  the  price  of 
wheat  enhances  at  least  one  cent  a  bushel  a  month,  and  I  also 
believe  that  some  arrangement  ought  to  be  made  whereby  the 
farmer  himself  will  not  be  so  very  anxious  to  put  his  wheat  upon 
the  market,  because  eventually  it  has  got  to  be  held  for  the 
farmer.  A  good  portion  of  that  raise  has  to  be  held  throughout 
three  or  four  months. 

We  might  as  well  realize  that  at  once  and  endeavor  to  pro- 
vide some  kind  of  a  plan  whereby  he  will  be  compensated  to 
some  little  extent  so  that  he  will  not  be  anxious  to  spend  a  lot  of 
money  by  pushing  his  wheat  upon  the  market  or  the  Govern- 
ment when  it  perhaps  can  be  held  at  home  to  better  advantage 
for  a  short  time.  That  should  be  in  some  way  provided  for  and 
divided  up  and  thereafter  some  provision  should  be  made  so  that 
the  charge  might  follow  the  wheat.  We  believe  something  of 
that  kind  can  be  done  and  also  that  the  terminal  elevator  facili- 
ties should  be  extended  as  far  west  as  possible.  Where  there  is 
a  good  elevator,  I  think  the  facilities  of  the  Government  should 
be  extended  to  that  elevator  where  the  wheat  is  raised.  If  we 
don't  do  that  I  think  we  will  regret  it. 

The  Chairman — You  speak  of  holding  wheat  six  months, 
which  you  are  now.  under  our  direction,  shipping  to  Minneapolis 
and  Texas. 

Mr.  Mullen — Yes. 

The  Chairman^ — That  was  wheat  held  under  a  milling 
permit  ? 

Mr.  Mullen — No,  that  is  a  misunderstanding.  We  never 
understood  it  that  way.  I  am  not  complaining,  however.  That 
is  all  right  (laughter).     I  might  say,  too,  that  you  possibly  mis- 
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understood  that  by  reason  of  a  change  in  the  zones  that  came  up. 
We  were  operating  in  two  zones  and  we  undertook  to  operate  as 
though  it  was  one.  Later  on  it  developed  we  could  not  handle 
it  that  way,  so  it  happened  that  in  the  zone  where  we  had  the 
least  milling  facilities  and  capacity  we  had  a  very  much  larger 
amount  of  grain.    That  is  how  that  happened. 

Mr.  Riley — Mr.  Chairman,  I  represent  the  Indiana  Grain 
Dealers'  Association.  I  want  to  comment,  to  some  extent,  on 
what  was  just  said  by  this  gentleman  with  reference  to  a  con- 
tinuing burden  to  follow  the  wheat.  In  the  State  of  Indiana 
we  are  anticipating  a  good  crop.  We  have  never  had  so  many 
acres  planted  and  wheat  never  looked  so  good  as  this  year.  We 
think  we  will  have  50,000,000  bushels  while  the  total  elevator 
storage  capacity  in  the  State  of  Indiana  is  less  than  14,000,000 
bushels.  We  have  a  large  milling  capacity  in  the  State  that  in  a 
24-hour  run  grinds  about  146,000  bushels.  We  have  threshing 
machines  innumerable.  Any  community  can  thresh  out  all  the 
wheat  it  has  within  10  or  15  days,  if  the  weather  is  favorable. 
The  result  of  the  big  crop,  the  result  of  the  limited  storage,  and 
the  result  of  the  exceptional  facilities  for  threshing  this  wheat 
means  that  it  will  flood  the  market  in  Indiana.  The  elevators 
of  the  State  will  be  unable  to  take  care  of  anything  but  a  small 
percentage.  Unless  we  have  cars  in  abundance  standing  at 
every  elevator  so  that  every  wagon  load  of  wheat  can  be  put 
right  through  onto  the  cars,  you  can  see  at  once  we  are  going  to 
be  overwhelmed  with  the  wheat,  you  might  say,  in  that  State  in 
such  a  manner  as  we  never  have  been  before. 

It  occurs  to  me  that  the  recommendation  read  by  Mr.  Eiken- 
berry  takes  care  of  some  of  this  proposition,  if  that  should  finally 
become  the  rule,  namely,  that  the  Corporation  purchase  this 
wheat  with  a  continuing  increasing  price  of  one-fifteenth  of  a 
cent  per  day.  And  if  you  have  to  hold  that  wheat  a  little  bit 
there  will  be  still  less  money  in  it.  It  costs  exactly  one  cent  a 
month  to  pay  the  interest  on  a  $2  investment  and  we  that  have 
had  experience  in  country  elevators  know  you  cannot  possibly 
take  wheat  from  the  wagon  and  deliver  it  to  the  elevator  and  then 
to  the  terminal  market  without  losing  at  least  one  cent  again, 
and  that  is  two  cents.  To  that  you  must  add  shrinkage  and  in- 
surance and  that  will  therefore  ultimately  result  in  a  charge  of 
four  cents  on  a  $2  investment. 

I  assume,  Mr.  Chairman,  that  we  may  discuss  these  matters 
pretty  fully  to-day . 
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The  Chairman — It  is  evident  you  want  to  discuss  these 
things  and  we  want  to  hear  you  but  we  have  a  point  to  discuss 
with  Mr.  Hoover  and  he  must  leave  this  afternoon  for  Washing- 
ton. That  requires  us  to  leave  here  very  shortly.  May  I  sug- 
gest that  we  take  up  where  we  left  off  and  go  into  it  further  this 
afternoon.     Pardon  me  for  interrupting  you. 

Mr.  Perrine — That  is  entirely  satisfactory. 

The  Chairman — Now  about  this  afternoon.  The  New  York 
Produce  Exchange  has  a  meeting  at  3  o'clock  which  is  going  to  be 
addressed  by  Mr.  Hughes  and  they  have  a  programme  of  enter- 
tainment to  which  they  have  invited  you  all.  I  don't  see  how 
you  can  go  there  at  3  o'clock  and  leave  much  for  the  afternoon 
session.  It  is  evident  that  the  discussion  of  these  questions  is 
going  to  take  more  time  than  anticipated,  if  we  discuss  them 
freely  and  fully  and  that  is  what  we  desire  you  to  do.  What  is 
your  pleasure  for  this  afternoon?  We  who  have  a  conference 
with  Mr.  Hoover  can  be  back  at  3  o'clock.  Should  we  start  at 
3  o'clock  or  shall  we  set  a  later  hour  and  accept  the  invitation 
of  the  Produce  Exchange? 

Mr.  Sager — I  move  that  we  decline  the  invitation,  with 
thanks,  and  meet  here  as  promptly  after  lunch  as  possible. 

Mr.  Pierce — I  second  that  motion. 

The  Chairman — Gentlemen,  you  have  heard  the  motion. 
Those  in  favor?  Those  opposed?  It  seems  to  be  carried  unani- 
mously. Then  we  will  adjourn  for  recess  until  3  o'clock  when 
I  hope  you  will  all  be  here  promptly.  We  would  not  take  such 
a  long  adjournment  but  we  want  to  keep  our  engagement  with 
Mr.  Hoover,  who  leaves  for  Washington  to-day.  We  will  meet 
at  3  o'clock. 

Recess  until  3  o'clock  P.  M.,  April  30,  1918. 


After  Recess. 

April  30,  1918—3  p.  m. 
Conference  Resumed. 

Mr.  White — Mr.  Chairman,  I  would  like  to  express  the  hope 
that  the  address  by  Mr.  Hoover  this  morning,  to  which  we 
listened  with  so  much  pleasure,  may  be  printed  verbatim  and 
copies  sent  to  all  the  delegates. 
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The  Chairman — I  will  undertake  to  see  that  is  done  (ap- 
plause). When  we  adjourned,  Mr.  Riley  was  discussing  certain 
features  of  country  elevators.     Mr.  Riley,  you  have  the  floor. 

Mr.  Riley — I  do  not  know  that  I  have  very  much  more  to 
say.  I  would  like  to  say  though  that  a  very  important  question 
is  financing  this  wheat.  That  is  a  question  of  considerable  im- 
portance. In  years  that  are  past  the  farmer  has  carried  a  very 
large  percentage  of  the  reserve  of  wheat  and  hence  he  financed  it 
himself.  Now  if  the  price  is  definitely  fixed  and  the  farmer  can 
get  nothing  in  excess  of  that  price  in  case  he  holds  it  the  tendency 
on  his  part,  if  he  is  a  man  of  ordinary  intelligence,  and  these 
days  he  seems  to  be  a  man  of  extraordinary  intelligence,  will  be 
to  unload  that  wheat  at  the  earliest  possible  moment.  That 
means  a  large  amount  of  money  will  be  required  to  finance  that 
wheat.  The  country  banks  are  not  in  as  good  shape  as  they  were 
two  years  ago  to  carry  that  financial  burden.  Besides  which,  of 
course,  the  regulations  would  prevent  a  country  dealer  buying 
large  quantities  of  wheat  and  borrowing  money  from  any  one 
bank  because  of  the  limitation  of  the  amount  of  money  that  can 
be  loaned,  so  that  the  wheat  that  does  not  find  ready  transporta- 
tion has  got  to  be  held  in  the  country.  Our  theory  is  that  it 
should  be  held  by  the  farmer.  The  farmer  can  finance  his  own 
wheat  and  the  farmer  can  make  his  own  provisions  for  doing  so, 
but  not  in  every  instance.  We  should  in  some  way  induce  that 
farmer  to  hold  his  wheat,  should  necessity  arise.  There  is  no 
such  inducement  now  as  formerly  prevailed  where  he  might  hold 
his  wheat  for  an  advance  in  the  price.  Now  he  will  bring  the 
wheat  to  the  market  when  it  suits  his  convenience. 

Our  theory  is  this,  that  anybody  that  holds  his  wheat,  whether 
the  terminal  elevator  man.  the  country  elevator  or  the  farmer  at 
home  holding  this  wheat  back  until  the  market  is  ready  for  it, 
should  be  compensated  for  it.  That  compensation  has  been  sug- 
gested for  the  terminal  and  country  elevators  on  the  basis  of 
one-fifteenth  of  a  cent  per  bushel  per  day,  which  would  be  two 
cents  a  month.  There  is  no  reason,  according  to  our  theory,  why 
Mr.  Farmer  should  not  charge  exactly  the  same  compensation, 
providing  he  puts  himself  in  the  same  position  that  the  elevator 
man  is  in,  with  reference  to  the  orders  for  delivery  of  it  when  it 
is  needed.  That  will  compensate  him.  He  will  feel  like  holding 
it  at  home,  whereas  as  it  is  now,  if  he  comes  in  and  dumps  it  on 
the  market,  the  market  is  flooded  and  there  is  no  transportation, 
and  your  farmer  goes  back  home  and  is  discontented,  and  we 
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don't  desire  that  in  this  country.  It  is  the  desire  of  the  Govern- 
ment, it  is  the  desire  of  everybody,  and  it  is  the  desire,  as  well,  of 
the  Food  Administration  that  the  farmer  be  kept  in  the  best 
possible  spirits,  that  he  may  increase  his  production  of  wheat  as 
well  as  other  cereals,  but  particularly  of  wheat.  We  have  insisted 
upon  the  farmer  bringing  his  wheat  in  this  spring.  He  has  even 
been  threatened  in  a  good  many  instances  with  a  procedure  if  he 
did  not.  Now  if  he  comes  in  and  you  cannot  take  his  wheat, 
Mr.  Country  Elevator  Man,  and  you  force  him  back  home  with 
that  wheat,  the  result  will  be  he  will  be  greatly  discontented. 
So  we  are  favorable  to  the  one-fifteenth  of  a  cent  per  bushel  per 
day  being  added  to  the  price  of  the  farmer's  wheat  as  well,  and 
that  the  price  advance  every  day  or  month  enough  to  absorb 
that.  If  there  is  any  one  who  should  pay  the  carrying  charge  on 
the  wheat  it  is  certainly  not  the  producer.  The  producer  has 
performed  his  function  when  he  has  produced  the  wheat  and 
delivered  it  to  the  market  or  tendered  it  to  the  market.  Then  he 
has  performed  the  function  that  belongs  to  him  to  perform. 

It  naturally  thereafter  falls  to  the  consumer  to  take  care  of 
from  that  time  on.  It  has  always  fallen  there.  Heretofore,  even 
when  the  farmer  kept  it  at  home  and  made  an  additional  profit 
on  it,  the  consumer  had  to  pay.  When  the  terminal  elevator  or 
the  other  storage  houses  held  their  wheat  a  given  length  of  time 
they  necessarily  had  to  have  their  compensation  and  that  com- 
pensation followed  the  wheat.  So  we  say  this  price,  in  place  of 
it  being  paid  by  the  Government,  in  place  of  the  Corporation 
assuming  responsibility  and  paying  it  out  of  any  funds  they  may 
be  provided  with  or  that  may  come  into  their  possession,  that 
that  one-fifteenth  of  a  cent  per  bushel  per  day  be  spread  out 
and  follow  the  wheat  irrespective  of  who  sells  it.  It  will  be 
spread  out  by  the  millers  and  it  will  be  spread  out  in  loaves  of 
bread  in  this  country.  If  anybody  should  assume  that  responsi- 
bility, it  is  the  man  not  prepared  to  take  the  wheat  when  delivered. 
So  we  believe  that  is  one  of  the  things  that  the  Administration 
should  take  into  account  in  fixing  these  rules. 

I  presume.  Mr.  Chairman,  that  it  is  not  desirable  now  to 
discuss  all  the  other  phases  of  this  question,  although  very 
desirable. 

The  Chairman — I  have  let  you  wander  somewhat  from  the 
programme. 

Mr.  Perrine — I  appreciate  that  and  shall  not  trespass  on  your 
time  any  further  at  the  present  moment. 
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The  Chairman — Gentlemen,  the   discussion   is  on  the  third 
item.    Is  there  anything  further  to  be  said? 

Mr.  Van  Dusen — This  morning  Mr.  Eikenberry  read  a 
recommendation  on  this  No.  3,  on  the  question  of  present  Grain 
Corporation  contracts  and  direction  of  shipments.  While  it  was 
stated  that  it  was  voted  on  at  the  meeting  last  night  as  being  the 
sense  of  that  meeting,  yet  I  do  not  feel  that  it  was  unanimous  in 
every  respect.  There  was  one  clause  inserted  there  which  read 
"  Less  one  per  cent,  commission,"  which  meant  that  the  guarantee 
which  the  country  elevator  operator  should  receive  from  the 
Grain  Corporation  would  be  the  basic  price  less  one  per  cent.  I 
think  that  was  suggested  by  some  individuals  who  were  interested 
in  the  commission  business,  feeling  that  unless  that  deduction  was 
made  the  Grain  Corporation  would  take  shipments  from  country 
dealers  and  pay  the  full  basic  price  and  therefore  there  would  be 
no  inducement  for  the  country  operator  to  ship  his  grain  to  a 
commission  man  and  pay  the  commission.  In  asking  for  the  full 
basic  price  we  simply  ask  for  what  we  are  operating  under  now 
and  which  it  seems  to  me  the  country  dealer  is  entitled  to.  I  can- 
not see  myself  where  this  would  benefit  either  the  commission 
man  or  the  country  elevator  dealer.  It  would  be  simply  deducted 
from  his  price  of  one  per  cent.  I  would  like  to  ask  you  if  you 
will  interpret  that  and  how  it  would  operate. 

The  Chairman — We  had  hoped,  when  we  assumed  the  right 
of  direction  at  all,  that  that  would  be  only  for  a  temporary  strin- 
gency in  food  supplies.  I  remember  in  our  August  meeting  we 
had  much  the  same  discussion  as  to  the  effect  of  the  stabilized 
price  on  farm  marketings  and  some  of  our  friends  were  quite  sure 
we  would  be  flooded  with  wheat  beyond  our  capacity  to  take  care 
of  it,  and  some  were  in  doubt.  The  result  shows  that  we  did  not 
get  any  material  receipts.  What  would  happen  under  a  larger  crop 
is  still  open  to  conjecture.  We  do  not  want  to  exercise  the  right 
of  direction  and  we  do  not  want  to  inject  ourselves  between  the 
country  dealer  and  the  mill,  if  the  flow  to  the  mill  under  natural 
commercial  machinery  is  enough  to  supply  the  flour  demand  of 
this  country.  And  when  we  took  the  right  of  direction  we  recog- 
nized that  the  dealer  had  the  right  to  expect  it  would  net  him 
the  same  or  better  than  if  he  had  shipped  the  natural  way.  We 
finally  were  forced  to  go  a  step  or  two  further  and  take  the  right 
of  direction  ourselves,  which  we  hope  not  to  do  under  the  new 
crop.    Does  that  answer  your  Question? 
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Mr.  Van  Dusen — No,  it  is  just  simply  a  question  of  when 
this  guarantee  should  take  effect  how  would  it  affect  the  com- 
mission man  or  his  country  client? 

The  Chairman — I  do  not  know,  Mr.  Van  Dusen.  I  do  not 
think  we  are  quite  clear  as  to  the  effectiveness  of  our  present 
legislation  and  if  additional  legislation  is  required  it  is  a  pretty 
hopeless  job.  We  are  not  clear  but  that  the  President,  by  an 
Executive  order,  can  authorize  the  Grain  Corporation  as  the  agent 
of  the  Federal  Government  to  make  that  effective  and  in  such  way 
that  we  may  buy  the  wheat  without  regard  to  whether  it  comes 
to  us  direct  from  the  producer  or  through  second  or  third  hands. 
If  we  have  that  right,  it  is  also  a  fair  assumption  we  may  appoint 
agents  for  the  collection  of  wheat  through  the  country,  if  it  is 
necessary.  But  if  we  have  the  crop  which  we  all  hope  for,  we 
quite  hope  our  function  will  end  with  the  terminal  and  that  up 
to  there  the  other  wheat  from  the  country  to  the  terminal  will 
be  uncontrolled  by  us  or  influenced  by  our  regulations. 

Mr.  Smith — Are  we  to  understand  from  that  statement  that 
you  have  just  made  that  you  have  in  mind  entering  into  a  contract 
with  the  terminal  elevators  to  protect  them  upon  that  basic  price 
at  the  terminals? 

The  Chairman — No,  we  have  not  got  that  far. 

Mr.  Van  Dusen — The  terminal  elevators  know  they  can 
almost  immediately  on  receipt  of  grain  in  the  elevators  turn 
to  the  Food  Corporation  at  the  basic  price  the  grain  which  they 
have  accumulated.  The  country  elevator  is  situated  differently 
Through  their  inability  to  get  cars  for  shipment,  it  might  be  neces- 
sary for  them  to  immediately,  as  you  know,  accumulate  very  large 
quantities  of  grain,  and  I  do  not  believe  the  country  elevator 
operators  would  feel  they  are  justified,  if  we  should  have  a  large 
crop,  in  taking  the  risk  of  accumulating  the  stock  that  they  might 
to  take  care  of  the  grain  freely  as  marketed  by  the  farmers,  unless 
they  have  some  definite  contract  with  some  one  representing  the 
Government  to  take  that  grain  off  their  hands  at  the  basic  price. 
That  is  the  only  protection  they  have. 

Mr.  Mullen — That  is  very  true.  And  I  would  like  to  say, 
Mr.  Chairman,  that  some  of  our  country  lines  of  elevators  accu- 
mulate several  million  bushels  and  I  can  see  where  if  we  have 
possibly  a  billion  bushel  crop  of  wheat  and  the  war  suddenly 
terminating  we  might  have  a  drop  in  price  of  anywhere  from 
50  per  cent,  down,  which  would  be  quite  a  serious  matter. 
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The  Chairman — But  if  the  Corporation  designated  by  the 
proper  Federal  authority  as  the  agent  to  make  effective  that  guar- 
antee on  what  wheat  should  be  offered  at  a  basic  price,  would  the 
country  elevator  then  feel  that  they  have  a  sufficient  hedge  in  the 
Federal  action,  well  known  and  well  published?  Would  you 
want  a  specific  contract  from  any  agency? 

Mr.  Smith — I  think  that  they  would  feel  there  is  a  moral 
obligation  on  the  part  of  the  Government  to  take  the  wheat,  and 
I  personally  believe  that  the  feeling  is  that  the  corporation  would 
carry  that  out  as  intended,  provided  they  were  not  estopped  in 
some  manner.  But  suppose  Congress  were  to  adopt  a  resolu- 
tion that  would  stop  the  Food  Corporation  from  carrying  out 
that  plan?  That  would  make  it  dangerous  for  the  elevator 
operators  to  accumulate  a  large  amount  of  grain  without  some- 
thing very  definite  to  protect  them. 

The  Chairman — The  new  situation  introduces  new  problems 
and  new  hazards  and  we  are  not  entirely  clear  how  to  solve  them. 
Any  reliance  on  a  Federal  Law  always  carries  the  risk  of  a 
counter  order.  This  last  year  we  were  able  to  make  a  price 
guarantee  because  we  could  place  reliance  on  the  contract  with 
the  Allies  to  take  whatever  surplus  wheat  or  flour  we  could  give 
them  at  a  fair  price.  This  year  we  have  to  operate  on  a  different 
guarantee  altogether  and  you  can  depend  on  it  that  we  can  only 
take  such  risks  as  our  business  judgment  would  pronounce  sound, 
and  if  we  operate  on  the  basis  of  a  Federal  guarantee  we  will 
only  act  as  far  as  that  guarantee  justifies  and  authorizes  us  to  go. 
That  will  not  be  as  satisfactory  for  you  as  the  present  price  guar- 
antee but  it  is  the  best  we  can  get. 

Mr.  McMillan — I  do  not  believe  it  possible  under  any  such 
indefinite  arrangement  as  you  suggest  to  finance  the  movement 
of  the  crop  in  the  country.  The  banks  are  not  going  to  loan 
money  if  there  is  no  definite  assurance  in  any  way  that  the 
holder  of  that  wheat  will  be  protected.  For  example,  suppose 
you  put  into  effect  a  price  on  wheat  effective  by  the  1st  of  Janu- 
ary. The  transportation  situation  might  be  such  that  it  would  be 
impossible  to  get  all  that  wheat  in  before  the  following  August. 
It  would  be  absolutely  necessary,  I  am  sure,  in  order  to  borrow 
the  amount  of  money  that  would  be  required  to  be  able  to  show 
the  bank  that  there  was  absolute  protection  up  to  the  time  neces- 
sary to  get  that  wheat  in. 

Mr.  Pierce— Section  11  of  the  Food  Act  in  three  lines,  with- 
out any  qualification,  advises  the  President  from  time  to  time 
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to  purchase,  store  and  sell  wheat,  flour,  etc.,  on  the  basis  that 
if  the  President  gives  an  order  to  the  Grain  Corporation  for  a 
stated  period  to  take  all  the  wheat  or  grain  at  a  certain  price  that 
shall  be  the  price,  and  I  think  we  could  very  reasonably  rely  on 
that  Corporation  to  carry  out  the  direction  of  the  President. 

The  Chairman — That  authority  to  the  President  is  in  the 
Food  Control  Act  which  carries  $150,000,000  for  the  entire  pur- 
poses of  the  Food  Administration.  There  is  no  appropriation 
beyond  that  fund. 

Mr.  Moses — I  think  the  remarks  made  regarding  the  country 
situation  in  buying  wheat  should  receive  your  very  careful  con- 
sideration. The  country  is  up  against  a  very  hard  problem.  They 
must  be  guaranteed  a  stated  amount  or  they  cannot  operate.  It 
is  absolutely  a  financial  impossibility.  Today  the  country  banks, 
to  my  knowledge,  in  our  section  are  questioning  the  financing  of 
country  elevators  on  account  of  this  upset  price  that  Congress 
and  the  Government  have  made.  If  the  Government  could  guar- 
antee the  farmer  so  much  a  bushel  they  can  guarantee  the  elevator 
handler  of  that  grain  at  least  a  reasonable  proportion  of  that  and 
the  result  will  be  a  good  investment.  We  all  know  the  big  stor- 
age in  this  country  is  in  the  country  elevators  and  in  the  mill 
elevators. 

Take  a  miller.  He  has  no  inducement  at  all  under  the  pres- 
ent outlook  of  a  large  crop  of  filling  his  bins  with  wheat  with 
his  own  funds.  He  can  buy  from  hand  to  mouth  as  needed. 
So  they  are  reasonably  protected  in  that.  But  it  eliminates  stor- 
age. On  the  other  hand  the  situation  is  not  the  same  for  the 
country  elevator  because  the  country  elevator,  if  it  opens  its 
house  at  all,  must  take  the  wheat  until  it  is  full,  if  it  is  to  do 
business.  I  think  this  is  one  of  the  great  problems  of  the  wheat 
game  today.  In  view  of  the  law  written  by  Congress  and  the 
power  given  to  the  President,  I  think  it  is  for  you  and  the  Presi- 
dent to  solve  this  country  elevator  question.  That  is  where  the 
wheat  originates. 

Mr.  Priddv — On  the  question  of  direction  of  shipments,  I 
want  to  speak  for  a  few  moments  because  I  consider  that  a 
quite  important  item.  To  a  great  many  interior  mills  the  ques- 
tion of  the  origin  of  the  grain  is  of  the  utmost  importance. 
Under  this  heading  I  was  requested  to  call  particular  attention 
to  the  fact  that  a  great  many  of  the  people  located  on  only  one 
or  two  railroads  are  subject  to  what  are  known  as  transit  privi- 
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leges,  and  their  wheat  must  originate  in  certain  territory  in  order 
that  the  flour  output  may  go  into  the  same  territory. 

As  an  illustration  of  that,  some  time  ago  my  attention  was 
called  to  the  fact  that  a  request  was  put  into  the  Food  Adminis- 
tration as  to  wheat  originating  on  the  M.  K.  &  T.  and  the 
Missouri  Pacific  with  a  view  to  sending  the  products  to  Galveston 
or  New  Orleans  to  move  for  export.  The  wheat  instead  of 
originating  on  that  line,  because  it  probably  was  not  available, 
was  sent  from  some  points  on  the  Santa  Fe.  They  got  the  wheat 
and  put  it  into  flour  but  could  not  move  it  until  they  got  more 
tonnage  by  reason  of  the  fact  of  the  application  of  through  rates 
and  export  privileges  not  being  available  to  that  particular  ton- 
nage. So  they  had  to  call  on  the  Food  Administration  for  addi- 
tional wheat,  not  because  they  needed  the  wheat  but  to  get  tonnage 
to  move  it. 

So  when  the  question  came  up  as  to  the  direction  of  these 
shipments  it  occurred  to  me  it  might  be  well  for  the  administra- 
tion, so  far  as  possible,  to  take  notice  of  the  requests  for  wheat 
by  millers  when  they  order  wheat  and  specify  where  they  prefer 
to  have  it  originate  in  order  that  it  may  be  moved  to  the  proper 
consuming  territory.  That  is  a  question  I  know  that  has  given 
some  trouble. 

The  Chairman — I  think  that  was  due  to  a  limited  field  of 
supply.  We  do  maintain  quite  an  extensive  traffic  organization 
to  meet  those  very  points  and  deliver  wheat  where  it  suits  the 
mill  best,  as  far  as  we  can. 

Mr.  Sutton — You  referred  to  the  fact  that  under  the  Food 
Control  appropriation  $150,000,000  was  the  limit  of  the  fund  to 
carry  out  the  purposes  of  the  Food  Administration.  Is  it  pos- 
sible to  say  how  much  of  that  appropriation  is  still  available? 

The  Chairman — I  think  it  is  practically  all  available.  It 
has  not  been  taxed  to  any  great  amount. 

Mr.  Sutton — Has  the  Food  Administration  or  the  Grain 
Corporation  asked  for  any  additional  sums  from  Congress,  or 
does  it  contemplate  asking  for  any  additional  sums  from  Con- 
gress, to  protect  this  price  which  has  been  set  in  the  mill? 

The  Chairman — The  Food  Administration  has  this  original 
$150,000,000  and  it  has  asked  for  no  more.  The  joint  Food 
Administration  organization  outside  of  the  commercial  organiza- 
tion, the  Grain  Corporation,  have  had  an  additional  appropria- 
tion beyond  their  estimated  expenses  of  some  $5,000,000  or 
$6,000,000. 
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Mr.  Sutton — But  no  additional  amounts? 
The  Chairman — No. 

Mr.  Pierce — Referring  to  your  remark  about  the  $150,- 
000,000  appropriation.  That  certainly  does  not  preclude  any 
further  appropriation  if  it  may  be  necessary  inasmuch  as  Sec- 
tion 14  says  that  the  Government  guarantees,  etc.  That  guar- 
antee is  fixed  and  it  seems  to  me  simple  common  sense,  if  not 
simple  legal  sense,  that  the  Government  must  make  whatever 
appropriation  in  addition  to  the  $150,000,000  may  be  necessary 
to  carry  out  that  guarantee. 

The  Chairman — Yes,  every  additional  appropriation  neces- 
sary to  carry  out  the  guarantee,  but  not  to  carry  out  the  clause 
you  quote,  allowing  the  President  to  buy  and  sell  wheat,  flour, 
beans  and  potatoes.  There  is  quite  a  distinction  that  must  be 
kept  in  mind. 

Is  it  not  quite  evident  that  on  this  item  No.  3,  present  Grain 
Corporation  Contract,  we  can  spend  a  great  deal  of  time  in  the 
discussion  of  that,  possibly,  the  attitude  of  the  country  elevators 
on  the  requirement  of  the  proper  Grain  Corporation  contract 
might  be  better  discussed  in  their  sectional  meeting  and  brought 
back  to  us  for  discussion  to-morrow?  What  do  you  think?  (No 
response.)  Is  there  any  objection  to  referring  this  to  that  sec- 
tional meeting  of  the  country  elevator  operators?  (No  response.) 
If  not,  we  will  pass  that  and  refer  it  to  them. 

4.  Federal  Grades  {Under  Item  1,  Country  Dealer  Prob- 
lems). 

Referring  now  to  item  No.  4,  the  matter  of  Federal  grades 
and  their  effect  upon  the  country  elevator  operator. 

Mr.  Sutton — A  year  ago  the  Food  Corporation  put  on  cer- 
tain rules  and  regulations  regarding  the  method  of  handling  our 
grain  product.  We  appreciate  that  we  handled  but  a  small  pro- 
portion of  the  crop  raised  in  the  United  States  and  that  it  has 
always  been  handled  in  a  very  crude  manner.  A  year  ago  these 
rules  were  put  out  by  the  Grain  Corporation  and  the  result  is 
that  it  put  the  whole  business  on  a  legitimate  basis.  As  repre- 
senting a  Committee  sent  here  by  the  Seattle  Chamber  of  Com- 
merce and  the  Merchants'  Exchange  I  wish  to  say  that  the  opera- 
tion of  the  Grain  Corporation  meets  with  their  entire  satisfaction 
and  we  want  to  take  this  opportunity  of  expressing  our  apprecia- 
tion of  the  courteous  treatment  we  have  received  from  Mr. 
Houser  and  we  also  want  to  express  our  appreciation  of  his 
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promptness  and  fairness  in  handling  our  business.  At  the  same 
time  we  want  to  assure  you  that  if  the  Food  Corporation  should 
conclude  to  alter  these  rules  or  regulations  in  any  way,  we  will 
cheerfully  give  them  all  the  co-operation  that  we  can. 

Mr.  Van  Dusen — Is  it  a  fact  that  there  is  a  rule  in  force 
on  the  Western  Coast,  under  Mr.  Houser's  administration,  of 
allowing  the  country  elevator  man  one-fifteenth  of  a  cent  per 
bushel  per  day  storage  on  wheat  received? 

The  Chairman — Yes,  after  30  days.  That  was  necessary  on 
the  Pacific  Coast  from  the  very  start  because  70  or  80  per  cent, 
of  their  crop  is  moved  in  60  days  and  in  sacks  and  is  stored  in 
independent  warehouses  and  not  by  the  warehouse  operator 
himself. 

But  we  were  speaking  generally  on  the  subject  of  Federal 
grades.  Are  there  any  suggestions  as  to  Federal  Grades,  as  to 
any  particular  attitude  or  change  of  attitude  that  the  Grain  Cor- 
poration can  make  in  its  treatment  at  terminals  that  might  help 
the  country  elevator  to  operate  under  these  new  Federal  stand- 
ards, what  can  you  suggest? 

Mr.  MacMillan — It  was  generally  understood  by  the  Grain 
people  that  when  we  secured  Federal  supervision  of  inspection 
that  any  grade  fixed  upon  a  car  would  follow  that  car  into  any 
market  regardless  of  where  it  might  go.  There  is  a  great  deal 
of  complaint  among  the  trade  because  the  inspection  does  not 
follow  the  car.  There  has  been  a  great  deal  of  complaint  in 
Minneapolis,  I  know,  for  example,  because  of  the  difference  of 
inspection  standards  on  com.  Minneapolis  inspections  have  been 
more  rigid  than  those  of  Milwaukee  or  Chicago  and  there  has 
been  a  very  great  difference  between  the  markets  of  Milwaukee 
and  Chicago  and  Minneapolis.  It  is  a  cause  of  constant  con- 
fusion and  complaint.  It  would  seem  to  me  that  this  is  a  subject 
that  all  of  us  are  very  much  interested  in  and  I  should  like  very 
much  to  hear  how  this  is  affecting  other  markets  as  well  as  our 
own. 

Mr.  Pierce — The  only  suggestion  I  can  make  may  probably 
be  illustrated  in  this  way.  The  Federal  grain  standards  division 
have  a  supervisor  at  Ft.  Worth.  There  they  are  required  to  send 
from  the  furthermost  parts  of  Texas  samples  to  Kansas  City.  It 
seems  to  me  the  rule  could  be  amended  so  that  some  burden 
might  be  taken  off  in  the  way  of  expenses,  express  charges, 
etc.,  by  sending  those  samples  required  to  the  nearest  Federal 
Supervisor  for  inspection. 
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Mr.  Van  Dusen — Perhaps  I  can  add  to  that  by  stating  at 
the  time  the  Federal  supervision  was  inaugurated  in  Washington 
it  was  very  plainly  stated  before  the  Committees  before  whom 
the  Grain  Trades  appeared  at  that  time  that  the  only  reason  for 
Federal  supervision  would  be  that  the  grade  in  the  grain  market 
would  be  the  same  in  any  other  market,  and  the  proposition 
seemed  to  me  to  be  that  the  Federal  supervision  should  change 
from  one  market  to  another  in  order  that  all  markets  might 
eventually  come  under  the  same  head  and  each  one  of  the  super- 
visors be  educated  to  the  point  of  similar  standards  in  every 
market  in  the  country.  Of  course,  if  Federal  supervision  does 
not  cover  that  one  requirement  then  Federal  supervision  is  as 
inefficient  as  State  supervision  was  previous  to  the  time  of  the 
passing  of  the  Federal  Supervision  Act.  I  may  add,  however, 
that  Mr.  Brand  has  repeatedly  said  that  his  eventual  proposition 
is  to  come  to  that  standard  but  that  it  would  take  some  time  to 
get  there.  It  seems  now  that  we  have  had  it  for  some  consider- 
able time  but  the  supervisors  have  not  been  changed  from  mar- 
ket to  market  and  we  are  no  nearer  that  conclusion  than  we  were 
at  the  start. 

The  Chairman — Mr.  Brand  advised  us  not  a  week  ago  that 
he  was  making  a  new  and  special  effort  to  equalize  inspection 
standards  for  the  various  markets.  It  is  quite  conceivable  that 
until  it  is  uniformly  equalized  it  will  be  a  source  of  constant 
inequality. 

Mr.  Riley — You  gentlemen  will  pardon  me  for  appearing  so 
frequently  but  being  the  only  representative  directly  from  our 
Association  I  feel  it  incumbent  upon  me  to  appear  more  fre- 
quently than  I  personally  care  to. 

The  question  of  Federal  Grades  is  one  of  pretty  serious 
importance.  We  believe  in  Federal  grades  in  everything.  We 
believe  in  the  rigid  enforcement  of  Federal  grades,  commenc- 
ing with  the  country  elevators.  W^e  made  a  campaign  last  year 
to  bring  our  country  elevator  people  to  the  point  in  trying  to  get 
them  to  buy  the  grain  on  Federal  grades  Of  course,  we  in 
Indiana  believe  in  Federal  grades.  Much  of  the  trouble  that  de- 
veloped in  certain  parts  of  Indiana  grew  out  of  the  fact  that  Fed- 
eral grades  would  be  adhered  to  by  one  buyer  and  not  by  another. 
If  it  is  possible  for  the  Administration  to  bring  a  stronger  pres- 
sure and  to  impose  a  stronger  hand  upon  the  licensing  of  elevat- 
ors and  of  mills  that  will  compel  the  use  of  Federal  grades  in  the 
purchase  of  grain,  it  will  relieve  a  great  deal  of  our  difficulty  and 
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will  certainly  help  to  accomplish  the  purpose  intended  by  the 
Federal  grade  proposition. 

I  would  like  to  ask  one  question  of  Mr.  Irwin.  I  think  Mr. 
Irwin  is  present.  We  happen  to  be  in  his  zone  where  he  is 
the  agent.  It  is  stated  that  inspections  of  samples  in  his  office 
were  not  made  by  Federal  Supervisors  or  Inspectors.  We 
would  like  to  have  him  clear  that  up  as  to  the  facts. 

Mr.  Irwin — All  samples  of  that  character  are  inspected  by 
Federal  Inspectors.  Any  statement  to  the  contrary  is  posi- 
tively not  true. 

Mr.  Riley — I  am  very  glad  to  know  that  because  our  people 
have  had  that  impression.  On  the  question  of  these  inspec- 
tions we  believe  that  a  strong  hand  should  be  laid  on  the 
millers  and  a  strong  hand  should  be  laid  on  the  elevator  men 
to  compel  the  use  of  the  Federal  grades.  Under  the  adminis- 
tration of  the  Corn  Rule,  if  a  shipper  announces  his  grade 
when  it  arrives  at  destination  if  not  believed  by  the  receiver  to 
be  up  to  grade  there  is  a  regular  provision  to  take  up  by  appeal 
to  the  nearest  inspector.  We  believe  that  would  accomplish  a 
great  deal  in  the  State  of  Indiana  if  it  were  applied  to  wheat 
because  we  have;  many  most  excellent  mills  and  plentjy  of 
buyers.  The  mills  have  been  buying  grain  in  certain  territory 
for  many  years  and  they  are  not  pleased  with  the  idea  of  having 
to  send  their  samples  down  to  Philadelphia  or  elsewhere  with- 
out there  is  a  complaint  from  the  mill.  We  believe  it  ought 
to  go  to  the  mill  and  let  the  shipper  announce  his  grade,  because 
the  mill,  if  the  mill  is  not  satisfied,  might  then  take  it  up  with 
the  nearest  inspector  as  they  can  do  under  the  com  grades  now. 
We  say,  first  lay  your  hand  strong  on  the  inspector  and  insist 
on  Federal  inspections  and  then  give  the  people  that  opportunity. 
It  is  not  a  fair  proposition  to  the  miller  to  have  the  man  who 
draws  a  sample  as  an  ex  parte  proposition  place  that  sample 
in  a  common  ordinary  grocery  bag  or  something  else  in  the 
way  of  a  container  and  send  it  to  Philadelphia  to  be  inspected. 
We  believe  that  the  wheat  proposition  ought  to  be  handled 
exactly  in  the  same  way  as  the  corn  proposition  is  handled. 
We  believe  that  every  licensed  mill  in  the  country  and  every 
licensed  elevator  man  should  be,  in  so  far  as  you  have  the 
power  and  authority,  compelled  to  buy  on  the  Federal  grades. 

The  Chairman — Mr.  Riley,  we  had  not  been  two  weeks  in 
operation  when  we  found  that  certain  mills  had  selected  certain 
dealers  and  had  told  them  to  send   what  they  had,   and  they 
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would  give  a  higher  grade  on  it.  You  can  imagine  what  the 
difficulty  was  in  meeting  such  competition.  So  we  made  a  rule 
not  to  allow  the  mill  to  say  what  the  grade  should  be  in  order 
to  keep  the  price  uniform. 

Mr.  Riley — I  realize  that  and  that  is  the  reason  why  I  say 
that  a  strong  hand  should  be  laid  on  the  miller  in  the  beginning, 
and  on  every  buyer  who  may  desire  to  do  business  that  way. 
The  tendency  of  the  present  rule  is  to  force  all  the  grain 
through  terminal  markets.  We  are  glad  to  have  terminal 
markets  to  receive  as  much  grain  as  may  be  due  them,  but  we 
do  not  think  they  should  be  permitted  to  disturb  these  ordinary 
channels  of  trade  without  greater  necessity.  We  want  that 
practice  abandoned.  We  would  like  to  see  that  miller  have  his 
license  revoked,  if  you  find  him  doing  that.  We  would  like 
to  see  the  grain  man  have  his  license  revoked,  if  you  find  him 
doing  that.  Place  a  penalty  there,  but  do  not  spread  it  through- 
out the  entire  country  and  drive  this  grain  out  of  normal  chan- 
nels to  the  terminal  markets  or  elsewhere  where  there  is  better 
inspection,  because  they  cannot  employ  inspectors  at  all  these 
points. 

The  Chairman — Would  you  favor  allowing  the  grain  deal- 
ers at  the  mills  to  which  the  shipper  consigns  his  grain  to  fix  the 
grade  without  any  check  by  us? 

Mr.  Riley — I  would  favor  the  purchaser  having  the  privilege 
of  billing  his  own  grain.  Self  interest  on  the  part  of  the  pur- 
chaser will  determine  the  value  of  that  grain. 

The  Chairman — The  fact  is  that  it  developed  in  two  weeks 
that  self  interest  on  the  part  of  the  purchaser  did  not  lie  that  way 
at  all. 

Mr.  Riley — I  have  no  doubt  that  is  correct,  but  that  was  not 
the  general  rule.  On  the  other  hand,  these  samples  are  ex  parte 
samples.  You  will  admit  that.  If  I  draw  a  sample  at  my 
elevator  in  the  country  and  if  I  am  disposed  to  be  dishonest  or 
if  I  am  ignorant  of  how  to  draw  a  sample,  if  I  do  not  get  the 
correct  sample  Mr.  Irwin  cannot  determine  what  that  grade  is. 
Then  the  miller  may  be  imposed  on  and  has  gotten  a  poorer  grade 
than  he  has  paid  for.  It  is  an  ex  parte  proposition  at  that  point. 
I  think  that  the  self  interest  of  the  miller  can  be  relied  upon, 
together  with  a  strong  hand  and  the  danger  and  liability  of  the 
forfeiture  of  his  license  to  prevent  that  kind  of  practice,  and  it 
won't  be  very  general. 
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The  Chairman — There  is  no  question  but  that  in  drawing 
that  sample  we  rely  on  the  honesty  of  the  shipper,  checked  by 
the  complaint  of  the  mill,  if  they  want  to  draw  a  sample  of  that 
grain  on  the  arrival  of  the  car  at  that  mill  and  have  it  checked. 
As  a  matter  of  fact,  it  is  a  favorable  commentary  on  the  trade 
itself  that  such  incidents  very  seldom  have  happened.  The 
samples  drawn  are  almost  uniformly  absolutely  typical  and 
honest. 

Mr.  Richardson — I  gather  from  what  the  gentleman  stated 
over  there  that  some  mistakes  occur  on  corn  grading.  I  am  one 
of  the  mourners,  too.  We  do  not  find  any  regularity,  at  times,  in 
Federal  grading  from  one  market  to  another.  Recently  several 
shipments  arrived  in  Philadelphia  hot  and  warm  and  had  to  be 
revamped.  This  happened  particularly  with  reference  to  ship- 
ments from  Minneapolis  and  Milwaukee.  On  investigation  it 
also  developed  that  some  came  from  Indianapolis.  They  said 
that  the  grain  that  they  graded  had  been  graded  at  night  and 
they  could  not  see  it.  I  do  not  wish  to  make  any  particular  com- 
plaint about  it  excepting  that  I  think  it  a  good  idea  for  the 
Federal  Inspectors  to  meet  and  agree  what  the  grade  of  this 
grain  should  be. 

The  Chairman — I  guess  there  is  no  disagreement  that  there 
is  nothing  more  desirable  than  to  get  a  uniform  standard  between 
markets  and  a  uniform  application  at  all  points  of  Federal 
standards.  I  do  not  think  that  point  is  open  to  discussion,  is  it, 
gentlemen?  What  I  want  to  get  at  is,  have  you  any  suggestions 
to  make  to  the  Grain  Corporation  as  to  the  reflection  of  its 
methods  in  these  great  terminal  markets,  as  to  whether  they 
impose  any  burden  on  the  country  dealers.  I  want  your  sug- 
gestions as  to  any  possible  improvement. 

Mr.  Van  Dusen — I  should  say,  Mr.  Barnes,  that  is  as  near 
perfect  as  you  can  make  it  now. 

The  Chairman — Does  any  one  want  to  express  a  different 
opinion?  We  are  trying  to  meet  conditions  and  difficulties  as 
they  are  developed  by  our  administration  and  make  them  as 
nearly  fair  as  we  can. 

Mr.  Hayward — A  question  has  just  occurred  to  me.  Where 
a  mill  is  located  at  Ellicott,  ten  miles  from  Baltimore,  and  there 
is  no  Government  Inspector  it  is  manifest  that  the  sample  will 
have  to  be  drawn  by  the  miller  or  the  shipper  ?  The  Grain  Cor- 
poration, I  think  wisely,  allows  the  shipper  to  draw  the  samples, 
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and  he  sends  them  on  to  his  zone  agent  and  they  are  analyzed. 
The  custom  in  Baltimore  is,  after  analysis,  the  shipper  is  entitled 
to  a  premium  if  it  develops  that  the  sample  is  over  the  grade 
given.  As  millers  we,  of  course,  keep  a  perfect  check  on  that 
wheat.  If  the  grade  put  on  the  particular  car  does  not  corre- 
spond with  the  proper  number  according  to  the  sample  furnished 
to  us,  we  have  it  in  our  hands  immediately  to  make  an  investiga- 
tion. 

But  I  want  particularly  to  say  that  I  have  checked  pretty 
thoroughly  all  shipments  that  have  reached  us,  and  wish  to  say 
that  we  have  had  very  little  cause  to  complain.  The  inspections 
have  been  done  to  our  entire  satisfaction. 

Mr.  EcKHARDT — In  the  Chicago  market  there  are  occasions 
where  a  desire  is  manifested  on  the  part  of  the  commission 
merchant  to  avoid  the  necessity  of  allowing  a  dockage  charge, 
which  seems  to  be  unfair,  because  dockage  itself  is  a  kind  of 
grain  that  has  a  value,  a  considerable  value.  The  question  arises 
whether  under  this  arrangement  of  discounts  will  it  open  to  the 
commission  merchant  or  shipper  to  have  that  grain  moved  and 
cleaned  ? 

The  Chairman — You  refer  now  particularly  to  the  point  of 
dockage  value? 

Mr.  EcKHARDT — That  is  part  of  the  discount  there. 

The  Chairman — I  want  to  know  if  there  is  any  objection  to 
the  manner  of  handling.  We  have  studied  over  that  lately  a 
great  deal.  \\>  quite  realize  that  our  method  of  outright  price 
discounts  deprives  the  owner  of  grain  of  the  competitive  bidding 
which  might  effect  the  value  of  dockage  and  we  are  trying  to 
approach  some  method  by  which  that  can  be  safely  reflected 
through  our  own  organization.  We  quite  acknowledge  our 
responsibility. 

Mr.  EcKHARDT — May  we  have  a  definite  expression  of 
opinion  where  we  would  like  to  have  the  feature  of  competition 
enter  on  lower  grades  ?  In  other  words,  lower  grades  to  be  open 
to  competitive  buying  as  they  arrive  from  day  to  day. 

The  Chairman — In  some  of  the  markets  the  particular  wheat 
you  mention  can  be  treated  or  the  dockage  removed  and  sold  for 
the  benefit  of  the  owner;  in  other  markets  we  are  reflecting  that 
in  the  price.  But  in  the  absence  of  allowing  free  competition  to 
reflect  that  value  we  have  quite  a  problem  to  approach  without 
disturbance  of  the  stabilized  price.     We  have  never  seen  how  you 
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can  throw  any  grades  of  wheat  or  any  section  open  to  competitive 
bidding  without  menacing  your  stabilized  price. 

Mr.  Mullen — It  does  seem  to  us  that  the  Food  Administra- 
tion could  formulate  a  rule  to  the  effect  that  the  receiver  of  this 
wheat  may  pay  the  commercial  value  of  this  dockage.  We  have 
shipped  a  good  many  cars  of  wheat  to  Minneapolis  and  there  they 
not  only  refuse  to  pay  for  screenings  but  they  charge  us  up  with 
the  freight,  and  that  freight  is  about  50  cents  a  hundred.  In  the 
little  elevator  that  is  not  supplied  with  cleaning  facilities,  you  will 
readily  understand  they  are  in  pretty  bad  shape  to  satisfy  the 
farmer.  So  we  have  undertaken  to  move  this  wheat  from  one 
elevator  to  another  where  we  could  clean  it  and  take  out  the 
screenings,  and  we  have  undertaken  to  settle  with  the  farmers 
and  pay  the  commercial  value  of  the  screenings.  It  ought  not 
to  be  necessary  that  we  should  move  that  wheat  out  of  line  to 
accomplish  that. 

Regarding  grades,  we  have  also  found  it  advisable  to  ship 
wheat  to  Omaha  and  have  it  inspected  there.  We  find  that  the 
Federal  Inspectors  themselves  differ,  and  very  naturally,  in  re- 
gard to  grades.  I  assume  that  we  will  have  to  make  the  best  of 
it  until  we  can  get  something  better. 

The  Chairman — Let  me  call  your  attention  to  this  that  at 
Minneapolis  you  have  the  right  under  the  practice  in  that  market 
and  our  rules  to  clean  your  cars  and  get  the  benefit  of  the  removal 
dockage.  The  probabilities  are  that  you  have  not  employed  a 
commission  man  to  watch  your  interests  but  have  accepted  the 
direction. 

Mr.  Mullen — Yes,  but  it  might  cost  us  more  to  clean  and 
screen  it  than  the  commercial  value  of  the  screenings  amount  to. 
But  they  are  certainly  worth  something  to  the  mill. 

The  Chairman — Am  I  safe  in  passing  Item  No.  4,  Federal 
Grades,  with  this  general  comment,  that  you  are  satisfied  the 
Grain  Corporation  has  worked  out  as  equal  a  valuation  as  pos- 
sible in  the  treatment  of  the  different  averages  relative  to  the 
qualities  of  wheat,  and  that  you  are  satisfied  to  leave  it  to  them 
to  approach  and  correct  any  other  inequality  as  it  is  developed 
in  actual  experience  ? 

Mr.  Van  Dusen — Unless  the  Corporation  should  see  fit  to 
allow  a  free  and  open  market  on  the  lower  grades  on  a  commercial 
basis. 

Mr.  Mullen — Or  when  a  serious  complaint  is  made  the 
Corporation  ought  to  take  cognizance  of  it. 
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The  Chairman — Yes,  those  complaints  direct  our  attention 
to  immediate  corrections  and  we  try  to  approach  it  in  that  spirit. 
Is  there  any  objection? 

Mr.-MuLLEN — That  will  do. 

The  Chairman — Can  we  go  to  No.  5,  without  objection, 
country  buying  margin? 

No.  5.    Country  buying  margin. 

Mr.  McCuNE — There  was  a  question  raised  this  morning  that 
I  did  not  quite  understand.  I  would  like  to  ask  this  question, 
whether  the  price  basis  for  the  coming  crop  is  to  begin  at  the 
buying  end  or  at  the  selling  end? 

The  Chairman — The  only  price  basis  now  is  the  Government 
guaranteed  price  at  which  it  will  buy  in  certain  locations. 

Mr.  McCuNE — It  will  be  the  price  at  which  they  guarantee 
to  buy  ? 

The  Chairman — Yes. 

Mr.  McCuNE — Why  not  fix  it  with  the  idea  of  a  fixed  mar- 
gin? Would  it  not  become  automatically  fixed  if  the  Grain  Cor- 
poration guarantees  to  take  the  wheat  at  a  fixed  price  at  the  ter- 
minal market?  That  is  to  say,  if  the  country  shipper  must  pay 
a  definite  price  to  the  farmer  and  he  in  turn  is  guaranteed  a  regu- 
lated price  at  the  terminal  market  ? 

The  Chairman — Your  suggestion  is  that  the  Administration 
designate  a  proper  deduction  for  the  country  buyer  to  pay  for 
wagon  load  deliveries?    Is  that  it?    There  is  no  provision  for  it. 

Mr.  McCuNE — No,  sir.  What  I  meant  was,  was  assuming 
that  the  Grain  Corporation  agrees  to  regulate  the  price  of  the 
wheat  that  is  shipped  from  the  terminal  markets ;  in  other  words, 
guarantees  the  price  that  we  shall  receive  when  shipped  through 
their  channel.  If  the  price  that  he  is  required  to  pay  is  fixed 
and  the  price  that  he  can  sell  at  is  fixed;  that  is  to  say,  what  he 
can  safely  assume  he  can  receive  and  if  he  exceeds  those  limits 
he  will  be  taking  a  chance  ? 

The  Chairman — Perhaps  I  am  a  little  dense  about  it  but  I 
still  have  the  idea  that  the  gist  of  your  suggestion  is  that  the 
Food  Administration  should  intimate  or  designate  what  is  a 
proper  deduction  for  the  country  dealer  to  pay  in  the  way  of  a 
margin,  having  given  that  dealer  a  permanent  price  basis?  Is 
that  right? 
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Mr.  McCuNE — Unless  I  am  clear  off  the  track,  that  is  not 
right.  The  idea  I  received  was  and  my  question  is  predicated 
upon  that  idea  is  the  theory  that  the  price  guaranteed  the  farmer 
is  simply  the  price  that  the  primary  market  pays  less  freight; 
in  other  words,  the  thing  is  reversed  from  what  it  was  last 
year  and  instead  of  starting  with  the  selling  end  and  working 
backwards  you  start  at  the  buying  end. 

The  Chairman — The  farmer  still  has  the  burden  of  deliver- 
ing that  wheat  into  the  terminal.  Now,  how  is  he  going  to  de- 
liver it? 

Mr.  McCuNE — I  am  assuming  it  will  be  handled  through  the 
usual  way. 

The  Chairman — Through  the  country  dealer? 

Mr.  McCuNE — Yes. 

The  Chairman — Now  what  shall  the  country  dealer  ask  the 
farmer  for  the  use  of  his  facilities  in  loading  the  car?  How  will 
he  arrive  at  that  margin  ? 


Mr.  McCuNE — I  was  acting  on  the  theory 

The  Chairman — You  are  acting  on  the  theory  that  the  Cor- 
poration might  propose  to  pay  the  country  dealer  by  paying  a 
commission  for  making  good  to  the  farmer  his  price. 

Mr.  McCuNE — The  President's  Proclamation  did  not  provide 
for  an  intermediate  margin  of  profit. 

Mr.  Van  Dusen — As  I  understand  the  President's  Proclama- 
tion, the  grain  bought  at  that  terminal  market  is  worth  so  much. 
It  does  not  make  any  difference  whether  that  grain  is  shipped 
in  by  the  actual  producer  or  by  a  man  who  has  bought  it  from 
the  actual  producer,  if  it  is  the  proper  grade  according  to  the 
Federal  supervision  inspection  it  will  bring  that  price. 

The  Chairman — That  is  what  we  hope  to  accomplish. 

Mr.  Van  Dusen — The  question  of  a  buying  margin  in  the 
country  by  the  country  elevator  man  from  the  producer  that 
would  be  simply  a  matter  of  the  competitive  situation,  whatever 
it  might  be. 

The  Chairman — Yes,  unless  a  proper  buying  margin  for  the 
country  dealer  is  prescribed  in  some  way.  My  point  is,  does  the 
trade  want  a  prescribed  margin  in  the  country? 
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Mr.  Ewe — I  would  like  to  ask  if  the  margin  for  the  country 
elevator  would  not  depend  largely  upon  whether  you  put  into 
effect  a  storage  proposition  for  the  country  elevators?  For  in- 
stance, if  you  buy  wheat  on  a  five  cent  margin,  which  is  not  ex- 
cessive, and  carry  it  75  days  in  the  elevator  and  you  are  allowed 
one-fifteenth  of  a  cent  per  bushel  per  day  that  would  still  come 
back,  you  would  still  have  five  cents  if  you  were  allowed  the 
storage.  I  think  the  country  margin  depends  largely  on  whether 
you  will  allow  storage. 

The  Chairman — I  think  the  discussion  ought  to  be  ap- 
proached from  the  angle  of  what  is  a  legitimate  handling  margin, 
without  any  additional  income  from  storage  of  any  kind  and  on 
the  assumption  that  you  are  able  to  ship  at  once. 

Mr.  Riley — I  think  the  control  of  wheat  last  year  has  mate- 
rially affected  conditions.  The  margin  on  which  the  country 
dealer  buys  from  the  farmer  still  depends  largely  on  competition. 
There  are  points  where  there  is  only  one  elevator  and  no  com- 
petition and  that  man  buys  on  as  little  a  margin  as  the  farmer 
permits.  But  we  have  all  sorts  of  provisions,  and  it  has  not  been 
my  experience  that  the  fixing  of  price  and  control  has  very  mate- 
rially affected  the  buying  conditions  at  country  stations.  I  would 
like  a  maximum  margin  placed,  but  I  do  not  think  that  any  fixed 
margin  can  be  made  effective  during  the  latter  part  of  this  crop 
year  and  also  immediately  after  the  fixing  of  the  price.  In  a 
great  many  points  throughout  the  Central  West  the  farmers,  as 
soon  as  they  got  onto  the  fact  that  they  could  ship  wheat  to  the 
terminal  markets  and  get  the  additional  price,  less  freight  and 
commission,  proceeded  to  do  that,  and  in  many  cases  they  did  it, 
and  to  such  an  extent  that  the  farmers  say  on  this  crop  they  are 
going  to  ship  all  of  their  wheat  to  the  terminal  markets,  so  there 
will  be  locations  where  the  country  dealer  will  have  to  handle 
that  wheat  without  practically  any  profit.  I  do  think  it  will  be 
wiser  to  fix  a  maximum  margin  and,  to  that  extent,  that  uniform 
price  to  the  farmer. 

The  Chairman — What  is  your  idea  of  a  maximum  margin? 

Mr.  Riley — Five  cents  a  bushel  on  wheat. 

Mr.  Ballard — My  firm  operates  a  flour  mill  on  the  left  bank 
of  the  Ohio.  We  buy  wheat  from  the  farmers  and  we  buy  wheat 
from  the  country  elevators  and  we  buy  wheat  from  the  terminal 
elevators  and  we  buy  it  almost  any  way  we  can  get  it,  providing 
we  can  get  enough  of  it. 
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The  question  you  asked  a  moment  ago  as  to  whether  a  country 
elevator  should  be  expected  to  receive  wheat  from  the  farmer 
and  load  it  on  board  a  car  for  shipment  without  compensation 
I  think  is  one  of  the  things  that  has  to  be  corrected. 

This  morning  there  was  an  attempt  made  here  to  break  up 
this  meeting  into  units ;  for  each  to  discuss  matters  pertaining  to 
its  particular  unit  and  then  to  come  back  with  recommendations 
and  group  reports  for  our  action.  The  very  diversity  of  opinion 
that  has  been  expressed  here  all  day  long,  to  such  an  extent  that 
we  have  not  yet  gotten  half  way  through  the  point  regarding 
country  elevators  makes  it  seem  to  me  that  if  we  had  started  at 
question  No.  10,  Has  the  Country  Dealer  Earned  a  Fair  Return 
this  Year,  instead  of  at  question  No.  1  we  might  have  gotten 
down  a  little  faster. 

Has  the  country  dealer  earned  a  fair  return  the  past  year? 
If  not,  was  it  due  to  poor  crop  out-turn?  If  not,  in  what  respects 
was  the  limiting  of  opportunity  due  to  Food  Administration 
Rules  ? 

Just  now  the  question  is,  what  is  a  fair  return  for  the  country 
elevators  to  receive  for  handling  and  taking  the  risks  of  ship- 
ments of  grain  belonging  to  a  farmer?  What  should  he  be 
allowed  to  receive  as  compensation  for  keeping  it  in  his  own 
elevator  until  equipment  is  furnished  to  him  for  shipment  of  it? 
As  to  the  question  of  grade,  that  is  incidental.  That  will  come 
up.  The  country  shipper  has  no  inspector.  There  is  no  inspector 
near,  but  the  nearest  Corporation  inspector  has  provided  a 
method  by  which  grain  can  be  inspected  and  graded. 

It  does  seem  to  me  this  morning  we  made  a  mistake.  I  be- 
lieve if  the  country  elevator  people  would  be  allowed  to  get 
together  now  to  formulate  a  report  to  bring  back  to  this  meeting 
to-morrow  and  to  say  to  you  and  your  Administration  what  they 
think  they  ought  to  have  and  let  that  report  come  forward  for 
discussion,  for  disapproval  or  approval,  as  the  case  might  be,  we 
would  that  way,  in  my  humble  judgment,  get  somewhere.  At 
present  it  does  not  look  as  if  we  were  making  very  much  progress, 

Mr.  Hoffman — I  agree  with  Mr.  Ballard.  The  statement  has 
been  made  that  five  cents  a  bushel  is  a  fair  return  to  the  country 
elevator  for  compensation  for  buying  the  wheat  and  shipping  it. 
I  cannot  for  the  life  of  me  understand  how  any  one  could  arrive 
at  that  understanding.  The  utter  absurdity  of  it  will  be  per- 
ceived if  you  will  go  over  the  country  elevator  man's  books 
under  present  conditions.    He  has  to  hold  that  wheat  from  two 
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weeks  to  two  monjths  and  he  must  take  into  consideration 
shrinkage  and  labor  cost  and  interest  and  insurance  and  de- 
preciation of  investment.  He  cannot  possibly  get  out  for  five 
cents  a  bushel.  They  used  to  when  wheat  was  60  cents  a  bushel 
because  then  the  interest  was  less  and  the  insurance  was  less 
and  naturally  the  shrinkage  was  less  to  the  extent  of  the  dif- 
ference in  price  then  and  now.  Your  shrinkage  in  dollars  and 
cents  was  less  then  than  one-thirteenth  of  a  cent  a  bushel,  and 
so  all  the  way  down  the  line.  That  is  a  very  important  item  to 
be  discussed  and  it  ought  to  be  discussed  by  the  men  who  operate 
country  elevators  on  actual  cost.  While  I  would  hate  to  leave 
this  meeting  now,  even  temporarily,  I  believe  it  should  be  dis- 
cussed and  gone  into  carefully  by  those  members  that  know 
what  the  cost  is  of  handling  grain,  and  then  have  their  recom- 
mendations or  conclusions  submitted  to  your  body  for  final  dis- 
cussion. 

The  Chairman — Is  there  any  motion  first  to  decide  whether 
the  sentiment  is  for  fixing  a  margin? 

Mr.  Hoffman — I  wanted  to  say  a  word  on  that.  As  I  under- 
stand, the  price  that  is  fixed  is  to  the  farmer  and  if  we  raise  a 
crop  of  wheat  of  800,000,000  bushels  to  1,000,000,000  bushels 
and  there  is  no  price  fixed  for  the  country  elevator  to  receive 
for  its  wheat  I  cannot  see  that  the  country  elevator  man  and  the 
terminal  elevator  man  has  anything  confronting  him  but  to  be 
up  against  a  probable  loss.  When  you  pay  $2  a  bushel  to  the 
farmer  for  this  wheat  there  is  going  to  be  a  big  movement,  espe- 
cially when  you  have  a  bumper  crop  such  as  we  anticipate.  When 
the  terminal  elevators  and  the  country  elevators  finally  get  full 
of  wheat  and  the  demand  drops  oflF  I  cannot  see  anything  but  a 
lower  market,  unless  at  some  place  along  the  line  the  price  is  fixed 
and  unless  a  definite  price  that  the  elevator  man  is  to  receive  is 
fixed.     A  margin  of  profit  should  be  fixed. 

Mr.  Searle — It  seems  to  me  that  the  same  conditions  pre- 
vail in  the  grain  business  as  in  every  other  line  of  business,  and 
that  is  the  cost  of  the  operation  depends  very  largely  on  the 
volume  of  business  in  the  same  sections  of  the  country.  In  some 
sections  of  the  country  the  elevators  have  a  very  large  volume 
of  business  and  this  does  not  increase  the  cost  of  operation  to 
any  appreciable  degree.  In  other  sections  of  this  country  the 
amount  of  business  is  moderate.  In  the  sections  where  the 
average  amount  has  been  may  be  100,000  bushels  they  can  af- 
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ford  to  do  it  upon  a  narrower  margin  than  in  sections  where 
the  average  amount  handled  is  only  50,000  or  60,000  bushels. 

In  past  years  the  country  elevators  have  generally  gauged 
their  buying  margins  somewhat  upon  the  volume  of  the  crop. 
So  it  does  not  seem  wise  to  me  to  fix  absolutely  the  buying 
margin.  The  country  elevator  in  the  past  has  had  the  protec- 
tion of  the  terminal  markets  and  of  the  carrying  charge  to  take 
care  of  the  cost  of  carrying  the  grain  in  the  elevators  from  the 
time  received  until  they  may  have  had  to  sell  it. 

Under  the  method  that  might  be  proposed  of  fixing  a  mar- 
gin without  allowing  a  certain  amount  for  storage  the  country 
elevator  from  the  time  the  grain  is  received  until  shipped,  no  one 
could  figure  what  margin  would  be  necessary  to  cover  the  cost 
of  carrying.  It  costs,  as  it  has  been  stated,  a  full  one  cent  a 
bushel  for  interest  alone,  and  if  they  were  to  buy  upon  a  five 
cent  a  bushel  margin  in  the  country  and  if  they  were  not  al- 
lowed any  storage  that  would  eat  up  the  entire  margin  and 
leave  no  profit  and  nothing  for  cost  of  operation. 

In  Canada  during  the  past  year  an  allowance  was  made,  a 
buying  margin  was  agreed  upon,  by  the  Board  of  Supervisors 
who  have  charge  of  the  operation  of  the  grain  business  as  the 
Grain  Corporation  has  here.  They  allowed  a  margin  of  five 
cents  and  some  fraction  there  in  addition.  They  have  also 
allowed  from  the  1st  of  October  a  storage  charge  or  a  charge 
to  cover  the  cost  of  carrying  of  one- twenty-fifth  of  a  cent  per 
bushel  per  day,  that  applying  from  the  time  the  grain  was  re- 
ceived until  the  elevator  shipped  the  grain  and  delivered  it  at 
the  terminal. 

In  addition  to  this,  they  have  allowed  one  cent  per  bushel 
to  the  country  elevators  for  grain  that  might  be  diverted  from 
the  terminals.  Many  of  the  country  elevators  are  interested  in 
the  terminals  and  where  the  grain  commissioners  diverted  the 
grain  from  mills  they  have  allowed  one  cent  per  bushel. 

Those  charges  have  not  much  to  do  with  the  expenses  of  a 
'  country  elevator.  It  costs  in  the  Northwest  anywhere  from 
$2,500  to  $3,000  per  elevator  per  year  for  operation.  So  you 
can  see  yourselves  that  five  cents  margin  on  a  60,000  bushel  ele- 
vator is  very  little  more  than  sufficient  to  pay  expenses.  I  am  of 
opinion  that  an  allowance  should  be  made  to  the  country  elevators 
to  cover  the  cost  of  carrying  and  a  sort  of  storage  charge  and 
interest  and  insurance  charge  and  that  the  different  sections  of 
the  country  should  be  permitted  to  determine  what  the  buying 
margin  should  be. 
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The  Chatrman — May  I  develop  for  you  this  thought?  The 
Board  of  Grain  Supervisors  of  Canada  can  fix  the  margin  and 
details  by  order? 

Mr.  Searle — They  have  done  so. 

The  Chairman — And  they  fixed  that  at  five  cents,  and  a 
fraction,  the  latter  to  meet  freight  adjustment.  The  idea  was 
that  five  cents  should  be  the  maximum  ? 

Mr.  Searle — Yes. 

The  Chairman — In  actual  practice  has  the  five  cents  worked 
out,  has  it  been  observed? 

Mr.  Searle — It  has  been  generally  observed. 

The  Chairman — Proceed,  if  you  have  anything  further  to 
say,  Mr.  Searle. 

Mr.  Searle — When  they  started  buying  there  last  fall  and 
before  any  one  seemed  to  have  proper  authority  to  guarantee 
the  price,  the  country  elevators  went  ahead  and  through  compe- 
tition and  through  their  misunderstanding  of  general  conditions 
they  went  to  work  on  what  was  apparently  a  margin  of  three 
cents  a  bushel.  They  continued  for  some  two  or  three  weeks. 
In  the  meantime  this  question  of  the  advance  in  price  was  under 
discussion.  The  bankers  took  the  matter  up  and  wanted  to 
know  where  the  grain  elevators  were  going  to  dispose  of  this 
grain  they  were  not  selling  and  finally  they  would  not  advance 
any  more  money.  It  became  so  acute  that  I  think  90  per  cent, 
of  the  elevators  in  the  country  discontinued  buying  for  10  days 
or  two  weeks. 

I  think  you  could  not  market  a  bushel  of  wheat  in 
Canada,  until  finally  the  Government  gave  notice  that  they 
would  practically  protect  the  country  elevator  operators  as  to 
price.  Then  every  one  got  in  the  market  and  since  that  time 
five  cents  in  practice  has  been  almost  universal.  There  have  been 
exceptions. 

The  Chairman — And  the  allowance  made  for  grain  retained 
was  one-twenty-fifth  of  a  cent  per  day? 

Mr,  Searle — Yes. 

The   Chairman — Only   during   the   winter   months? 

Mr.  Searle — No,  that  has  been  eflfective  since  about  the  1st 
of  October  and  continued  right  through  and  that  has  been  paid 
monthly  through  the  Clearing  House  Association  of  Winnipeg. 
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The  Chairman — But  it  terminates  May  29. 

Mr.  Searle — I  don't  know  about  that,  but  it  will  all  be 
shipped  out  by  that  time. 

The  Chairman — Under  that  regulation  and  on'  the  basis 
you  state  can  you  say  that  the  elevator  operation  there  has  been 
unprofitable? 

Mr.  Searle — I  won't  say  it  has  been  unprofitable  because 
there  have  been  some  companies  in  certain  sections  where  the 
volume  has  been  heavy  that  have  made  a  fair  profit;  others  have 
not  made  much  profit. 

The  Chairman — Only  where  there  has  been  considerable 
volume  has  it  been  profitable? 

Mr.  Searle — Yes,  that  is  what  I  say.  I  think  they  are  pay- 
ing about  one  cent  more  this  fall  and  the  margin  is  fixed. 

Mr.  McMillan — There  is  one  point  that  Mr.  Searle  often 
referred  to  and  which,  I  think,  every  country  dealer  is  inter- 
ested in,  the  question  of  margin.  One  thing  that  makes  it 
practically  impossible  to  fix  a  fair  margin  is  the  condition  of 
the  crop.  It  is  conceivable  that  one  locality  will  have  a  very 
dry  wheat  and  it  will  keep  excellently.  Another  locality  will 
have  wheat  with  excess  moisture  and  there  the  risk  of  owner- 
ship is  very  great.  So  it  might  be  fair  in  one  locality  where 
the  wheat  is  dry  to  pay  or  allow  five  cents  a  bushel  and  it 
would  be  equally  fair  in  the  other  section  where  the  excess 
moisture  prevails  to  allow  ten  cents  a  bushel.  That  would  be  a 
fair  compensation  for  the  risk  involved. 

Mr.  Bingham — I  represent  the  Indianapolis  Board  of  Trade. 
I  believe  we  have  three  interests  represented  in  this  meeting, 
the  country  elevator  element  and  also  the  mills  and  also  the 
commission  men,  the  terminal  elevators  and  the  dealers.  I 
believe,  in  the  interest  of  getting  at  this  in  the  quickest  and 
most  satisfactory  way,  I  will  make  a  motion  that  you  appoint 
in  your  own  way  or  let  each  interest  get  together  and  each 
formulate  some  recommendation  or  proposal  and  report  to  this 
meeting  this  evening  or  to-morrow  morning  in  order  that  we 
may  have  something  to  act  on.  I  believe  that  the  method  of 
procedure  we  are  now  following  will  result  in  prolonging  in- 
definitely this  discussion  without  any  satisfactory  results.  This 
is  my  motion  and  I  hope  I  may  hear  a  second. 

The  Chairman — I  quite  conceive,  although  the  expression 
of  opinion  this  morning  was  in  favor  of  this  method  of  pro- 
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cedure,  that  it  is  in  order  to  reconsider,  if  you  wish.  Does 
anybody  second  the  motion?  Do  you  wish  to  speak  to  the 
motion,  Mr.  demons? 

Mr.  Clemons — On  what  we  have  been  discussing? 

The  Chairman — Do  I  hear  a  second? 

Mr.  Pierce — I  will  second  that  motion  for  the  purpose  of 
throwing  it  open  to  discussion. 

The  Chairman — Then  we  will  speak  to  the  motion. 

Mr.  Pierce — I  just  want  to  say  this.  This  grain  business 
we  are  here  to  discuss.  I  imagine  from  the  language  you  used 
when  you  called  this  Conference  together  that  you  wanted  to 
hear  the  expressions  of  the  Grain  Trade  and  you  wanted 
to  get  some  ideas  and  views  of  the  Grain  Trade,  and  that  is 
why  I  said  I  thought  we  ought  to  go  along  on  the  plan  pro- 
posed by  you  and  your  assistants,  and  I  still  think  we  ought  to 
do  that. 

The  Chairman — Is  there  any  other  expression  of  opinion 
on  this  motion? 

Mr.  Hofman — I  believe  the  idea  of  this  motion  is  all  right, 
particularly  if  we  will  take  this  list  and  answer  these  questions 
in  these  different  caucuses  in  which  we  are  interested.  I  be- 
lieve you  want  all  these  questions  answered  and  I  believe  we 
can  get  at  it  more  definitely  and  quicker  by  getting  together 
and  getting  right  down  to  brass  tacks  and  talking  between 
ourselves  and  then  coming  and  submitting  the  result  of  our 
deliberations  to  you  and  have  any  discussion  you  desire  in  full 
conference. 

Mr.  Mullen — I  think  that  the  method  we  are  now  follow- 
ing is  the  proper  one.  I  think  we  are  now  discussing  that  very 
proposition.  Whatever  report  might  be  brought  in  as  the  result 
of  a  private  conference  of  the  interests  especially  interested 
would  have  to  be  submitted  to  this  Conference  and  again  dis- 
cussed and  it  will  not  be  any  more  pertinent  or  presented  any 
better  to  this  meeting  than  it  can  now  be  presented.  I  think 
we  are  discussing  the  problems  that  are  before  us  right  now 
just  the  same  exactly  as  if  we  were  to  adjourn  and  separate  into 
different  caucuses  and  formulate  their  resolutions  or  motions  and 
later  present  them  to  the  full  Conference.  I  think  it  would  be 
a  waste  of  time  to  permit  this  matter  to  be  taken  into  Com- 
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mittee^,    it    would    be   a    waste    of    time    without    the   guiding 
influence  of  our  Chairman.     I  am  against  the  motion. 

Mr.  Forsyth — There  are,  of  course,  in  this  great  country  of 
ours  different  localities  with  different  conditions  and  different 
problems  confronting  the  elevator  man  in  the  respective  localities. 
One  locality  is  entirely  different  from  another.  Its  grain  pro- 
duced is  different.  One  man  may  have  an  elevator  handling  only 
10,OCX)  or  15,000  bushels  of  wheat  and  naturally  his  overhead 
charge  will  be  correspondingly  greater  per  bushel  and  his  other 
charges  will  be  correspondingly  greater.  It  certainly  is  a  greater 
expense  for  the  man  who  is  handling  only  10,000  or  15,000 
bushels  of  wheat  than  it  is  for  the  man  who  is  handling  50,000  or 
100,000  bushels  of  wheat.  It  seems  to  me  an  impossibility  equit- 
ably and  justly  to  fix  a  flat  price  to  cover  all  sections  of  the  coun- 
try elevators.  I  don't  see  how  it  can  be  done  with  justice  to  some. 
I  think  that  should  be  threshed  out  in  each  locality  by  itself. 

The  Chairman — That  is  all  right,  Mr.  Forsyth,  but  we  are 
speaking  on  this  motion  first. 

Mr.  DoRSEY — I  would  like  to  say,  Mr.  Chairman,  that  you  are 
altogether  too  good  to  us.  I  think  you  will  save  a  lot  of  time  if 
you  sit  down  harder  and  limit  the  time  taken  up  by  the  different 
speakers.  I  do  not  think  we  ought  to  change  the  method  of  proce- 
dure at  all.    We  are  getting  along  very  well. 

Mr.  Shorthill — Mr.  Chairman,  it  seems  to  me  the  greatest 
good  that  come  from  this  gathering  is  that  it  be  conducted 
in  such  a  way  that  every  interest  in  this  Grain  Trade  and  in  the 
milling  industries  and  in  the  commission  industries  will  go  home 
with  their  minds  made  up  as  a  unit  to  help  the  President  of  the 
United  States  to  win  this  war  as  quickly  as  possible  (applause). 
I  think  if  I  could  run  your  job  30  days  and  you  could  run  my  job 
30  days  we  would  understand  each  other  a  lot  better.  But  seeing 
that  we  cannot  do  that  let  us  thresh  out  these  matters  here  in 
public  and  let  me  hear  what  you  have  to  say  and  you  hear  what 
I  have  to  say  and  that  will  be  as  near  as  we  can  get  together 
(applause). 

Further  than  that,  I  believe  that  this  Committee  proposition 
is  all  right,  but  when  the  Committees  come  in  with  their  reports 
we  will  proceed  to  begin  right  where  we  left  off  when  the  Com- 
mittees went  out  (laughter  and  applause).  I  hope  this  motion 
will  be  lost  and  that  we  will  proceed  and  consider  these  matters 
in  the  most  open  and  frank  manner  possible,  remembering  that 
the  man  who  undertakes  to  play  hog  in  the  matter  in  any  way 
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will  have  the  American  public  to  deal  with  after  this  war  is  orer, 
and  they  wont  deal  with  him  very  gently  (applause). 

(At  this  point  there  were  many  calls  for  the  question.) 

Mr.  Clemons — Mr.  Chairman,  I  would  like  to  say  a  word. 

The  Chairman — Let  Mr.  Clemons  speak. 

Mr.  Clemons — It  is  my  understanding  that  all  units  repre- 
sented here  have  had  preliminary  meetings  to  lay  before  Mr. 
Barnes  and  the  Food  Administration  what  they  think  is  their  side 
of  the  question.  The  grain  men  have  had  theirs  and  they  are 
prepared  to  present  to  you  what  they  think  is  their  fair  interest. 
They  are  ready  to  present  that  before  this  meeting.  I  thoroughly 
agree  with  the  gentleman  over  here  (referring  to  Mr.  Shorthill). 
He  has  expressed  my  sentiments  exactly.  If  we  go  out  of  here 
to  discuss  these  problems  separately  we  will  come  back  and  begin 
right  where  we  have  left  off.  I  think  this  is  the  only  way  we  will 
ever  get  together  and  understand  each  other.  The  thing  to  do  is 
to  get  together.  Let  us  get  together.  Let  us  help  win  this  war 
and  the  quicker  the  better  (much  applause  and  expressions  of 
good,  good). 

Mr.  Van  Dusen — I  move  the  question.  (Delegates  all  over 
the  room  call  for  the  question.) 

The  Chairman — It  is  very  evident  that  the  delegates  wish  the 
question  put.  I  understand  the  question  is  on  a  motion  that  we 
should  separate  into  committees.  Those  in  favor  of  that  action 
will  manifest  it  by  saying  aye.  Those  opposed  will  manifest  it 
by  saying  no.    It  is  very  evident  that  the  noes  have  it. 

Now,  gentlemen,  let  me  present  to  you  for  your  decision  one 
other  phase  of  our  problem.  It  is  now  half  past  four  o'clock.  If 
we  arrange  with  the  Chamber  of  Commerce  before  five  o'clock 
we  can  hold  an  evening  meeting.  What  is  your  pleasure?  (Many 
voices,  evening  meeting,  evening  meeting,  all  night  if  necessary.) 

Those  of  you  who  wish  to  hold  an  evening  meeting  will  please 
hold  up  your  right  hands.  Those  who  do  not  will  do  the  same. 
It  is  very  evident  that  the  great  majority  of  the  delegates  are  in 
favor  of  an  evening  meeting.    It  is  so  ordered. 

Now  we  will  take  up  the  continuation  of  No.  5,  Country 
Buying  Margin. 

Mr.  Pierce — I  think  the  experience  of  last  year  has  shown 
that  the  more  artificiality  injected  into  the  grain  situation  the 
more  difficulties  we  get  into.  The  idea  of  buying  grain  at  country 
stations  at  an  even  price  all  over  this  country  seems  to  me  abso- 
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lutely  impracticable  and  should  be  abandoned.    I  fail  to  see  the 

necessity  of  it. 

Consider,  if  you  please,  our  having  decided  here  that  five 
cents,  we  will  say,  is  a  fair  amount  of  margin  and  in  the  winter 
wheat  country  you  run  into  a  crop  like  that  of  1915.  Now,  as 
regards  the  necessity  of  doing  anything  of  that  kind.  You  will 
pardon  me  if  I  use  this  Act  as  a  sort  of  text  on  which  to  preach. 
I  refer  to  that  authorizing  the  President  to  do  certain  things. 
You  will  notice  Section  14  of  the  Act  says,  among  other  things, 
that  the  President  shall  from  time  to  time  establish  and  promul- 
gate such  regulations  as  he  may  deem  wise.  (Reads.)  This 
shows  by  inference  that  besides  referring  to  the  place  at  which 
the  producer  shall  deliver  his  grain  and  how  he  shall  get  his 
money  that  the  President  shall  promulgate  other  regulations.  If 
you  will  drop  down  a  little  lower  in  the  section  you  will  see  that 
there  is  a  repetition.  In  such  regulations  the  President  shall 
prescribe  any  conditions  upon  which  any  such  producer  shall  be 
entitled  to  the  benefits  of  such  guarantee. 

Now  let  us  go  back  once  more  to  the  crop  of  1915.  That  the 
farmer  should  without  any  regulations  governing  him  to  the  con- 
trary elect  to  haul  his  grain  to  the  station,  secure  his  own  car, 
which  he  might  be  able  to  do,  especially  if  the  Governor  of  the 
State  happened  to  be  pretty  strong.  If  that  were  the  case  he 
might  be  able  to  get  the  cars  needed  and  load  his  grain.  That 
would  be  an  embarrassment  to  the  part  of  the  Government  which 
had  to  do  with  the  administration  of  the  guarantee  section  of  the 
Food  Act.  Consequently,  is  not  the  President  empowered  to  say 
that  the  farmer,  in  order  to  secure  the  benefits  of  this  guarantee 
at  the  terminal  market  named  in  his  proclamation,  which  is  how 
he  must  market  this  grain  and  through  which  channels  it  must 
reach  the  terminals.  If  that  is  the  case,  why  is  it  not  in  the  hands 
of  the  President  to  say,  if  he  chooses,  that  the  grain  must  be 
marketed  in  the  ordinary  way  by  sales  and  deliveries  to  the 
country  elevators  and  then  allowed  to  proceed  in  the  orderly  way 
along  the  lines  and  through  the  channels  which  have  been  pro- 
vided for  a  great  many  years  by  experience  and  along  which  is 
all  the  machinery  for  cleaning  and  drying  and  other  machinery 
that  may  be  necessary  in  any  eventuality.  So  why  cannot  we 
leave  this  question  of  compensation  to  be  fixed  by  the  conditions 
under  which  the  crop  is  handled? 

Mr.  Clemons — Gentlemen,  as  many  of  you  know,  I  have  the 
honor  at  present  of  being  the  head  of  the  Grain  Dealers'  Associa- 
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tion  of  Oklahoma,  and  this  question  is  one  that  has  been  very 
close  to  my  heart  this  past  year.  I  have  had  the  honor  and 
pleasure  as  well  of  meeting  Mr.  Barnes  on  several  occasions  and 
discussing  this  particular  feature  of  the  grain  trade.  While  he 
and  I  do  not  agree  on  what  it  costs  to  handle  grain  in  Oklahoma, 
he  has  submitted  figures  to  me  showing  me  how  it  did  not  cost 
near  as  much  to  handle  grain  in  some  other  sections  of  the 
country  as  I  have  been  able  to  show  him  that  it  did  cost  in  our 
State,  Now,  in  consequence  of  there  being  so  much  difference  in 
actual  cost  of  handling  grain  in  different  sections  of  the  United 
States,  I  think  it  would  be  eminently  unfair  and  unjust  to  fix  any 
handling  margin  that  should  apply  indiscriminately  to  all  sec- 
tions of  the  country.  For  my  State  and  my  constituents  I  will 
say  that  we  are  opposed  to  it. 

In  our  State  there  are  different  lines  of  elevators  owned  by 
different  people  who  keep  a  very  close  tab  on  their  handling 
expenses,  and  I  have  never  heard  one  of  the  managers  of  any 
one  of  those  elevators  say  that  the  handling  expense  under  normal 
conditions  in  normal  times  and  under  normal  prices  has  been 
less  than  five  cents  a  bushel.  I  have  heard  other  men  say  that 
their  handling  expense  was  as  much  as  six  and  one-half  cents 
a  bushel  during  some  years.  It  is  fair  to  assume  those  people 
were  correct.  If  they  were  correct  we  can  figure  that  in  our 
State  the  actual  handling  expense  of  wheat  is  from  five  cents  to 
six  and  one-half  cents,  probably  averaging  five  and  one-half  cents 
or  five  and  three-quarter  cents  a  bushel.  Under  present  condi- 
tions with  limited  transportation  facilities  such  as  we  have  had 
to  deal  with  this  past  year  you  can  all  perhaps  arrive  at  a  fair 
conclusion  as  to  what  it  has  cost  since  the  Food  Administration 
has  had  control  of  it. 
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I  wish  now  to  suggest,  gentlemen,  that  we  leave  this  proposi- 
tion of  a  fair  handling  margin  to  be  regulated  by  the  different 
sections  of  the  country  themselves,  the  same  as  it  has  been  for 
the  past  eight  or  nine  months.  If  any  section  of  the  country 
takes  too  much  as  a  handling  expense,  I  have  no  doubt  it  will 
be  brought  to  the  attention  of  Mr.  Barnes,  and  Mr.  Barnes  has 
means  to  correct  the  abuse.  I  believe  that  is  all  I  care  to  say  on 
that  subject, 

Mr,  Priddy — I  move  that  it  be  the  sense  of  this  Conference 
that  a  margin  be  not  fixed  but  left  open  to  judgment  by  competi- 
tive conditions  as  they  exist  in  different  sections  of  the  country. 

Mr.  Clemons — I  second  that  motion. 
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The  Chairman — Possibly  before  you  take  up  that  motion 
you  may  desire  to  consider  item  No.  6,  Local  Mill  Buying  Com- 
petition ? 

Mr.  Priddy — If  the  Chairman  wishes  to  consider  item  No.  6 
first  I  will  be  glad  to  withdraw  my  motion  with  the  consent  of 
my  second. 

Mr.  Clemons — I  have  no  objection. 

The  Chairman — The  point  is  this,  a  great  many  complaints 
have  come  to  us  accompanied  by  requests  that  the  country  deal- 
ers be  protected  against  mill  buying  competition  by  a  prescribed 
margin.  As  we  are  going  to  take  up  No.  6,  Local  mill  buying 
competition  immediately,  and  as  that  more  or  less  is  correlated 
with  what  we  have  been  discussing  concerning  country  buying 
margin,  we  might  defer  the  motion  made  by  Mr.  Priddy. 

Mr.  Priddy — Then  I  withdraw  my  motion. 

The  Chairman — Then  we  will  take  up  Nos.  5  and  6  together. 
What  about  the  competition  that  the  grain  dealer  considers  un- 
fair, competition  by  the  country  mill  agent.  Have  you  some 
remarks,  gentlemen? 

Mr.  Riley — I  wish  to  suggest,  Mr.  Chairman,  that  we  have 
had  this  matter  up  in  some  of  the  meetings  in  Indiana  where 
mills  and  elevators  were  practically  in  equal  proportion  in  point 
of  numbers  in  our  territory  whereby  the  competition  would  be 
as  complete  as  it  would  be  any  place  else,  and  it  was  the  con- 
sensus of  opinion  of  both  the  mills  and  the  elevators  that  in 
order  that  this  grain  might  be  brought  with  the  least  possible 
difficulty  and  on  a  fair  margin  that  the  margin  of  profit  should 
be  fixed,  definitely  fixed,  based  on  a  sliding  scale ;  that  is  to  say, 
not  less  than  a  certain  amount  and  not  exceeding  a  certain  price. 

We  all  know  that  an  elevator  in  a  community  is  just  as  much 
of  value  as  a  mill  and,  of  course,  under  the  regulations  and  de- 
mand for  flour  and  mill  products  they  have  been  in  effect  guar- 
anteed results.  That  is  to  say,  the  situation  has  been  such  that 
the  miller  has  been  compelled  to  pay  the  free  contract  zone  price 
for  wagon  wheat.  When  he  raises  that  or  anything  approach- 
ing the  free  contract  or  zone  price  the  elevator  man  must  close 
his  door. 

At  a  meeting  the  other  day  in  our  State  they  passed  a  resolu- 
tion on  the  subject  of  grading  and  also  on  the  subject  of  mar- 
gins.    One  concern  there  that  handles  a  great  many  elevators 
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said  they  needed  the  question  of  grading  definitely  settled  where- 
by the  mills  would  grade  fairly,  and  the  questions  of  margins 
settled,  too,  or  it  would  be  impossible  for  them  to  open  their 
houses  for  grain.  They  declined  to  sign  the  contract  last  fall 
and  will  have  to  decline  to  do  so  again. 

Another  gentleman  said,  I  have  been  compelled  to  close  two 
of  my  elevators  because  I  could  not  operate  those  elevators  in 
competition  with  the  mills  that  I  had  to  meet,  and,  of  course,  he 
was  very  much  in  favor  of  a  margin.  It  would  seem  to  me,  so 
long  as  we  are  under  regulations  that  we  must  submit  to  the 
regulations  but  let  us  not  have  those  regulations  so  they  will  bear 
hard  on  any  one  class  of  men. 

I  think  it  will  be  conceded  by  everybody  that  if  an  elevator 
will  handle  wheat  it  is  entitled  to  a  margin,  but  if  the  mill  comes 
along  and  bids  a  little  higher  price  for  that  wheat  why,  of  course, 
that  elevator  must  go  out  of  business. 

You  were  talking  about  the  storage  question  a  while  ago. 
No  man  will  take  in  wheat  on  storage  without  he  thinks  he  is 
going  to  get  a  fair  margin  on  his  investment.  My  friend  over 
there  who  suggests  five  cents  of  course  has  had  experience  with 
large  elevators  handling  large  quantities  of  grain.  You^  cannot 
handle  wheat  on  five  cents  margin  at  $2.20  a  bushel.  You  cannot 
get  your  money  out  of  it.  There  is  no  question  but  the  Govern- 
ment has  the  right  to  fix  a  fair  margin.  I  do  not  think  the  Gov- 
ernment should  fix  the  method  of  handling  the  wheat;  that  is  to 
say,  that  all  the  grain  should  be  handled  through  elevators  and  the 
mills,  although  that  would  please  you  people.  I  do  not  believe 
that  is  a  good  proposition.  But  to  say  that  wheat  received 
from  the  farmer  shall  first  bear  a  handling  charge  of  not  less 
than  so  much  I  am  very  sure  nothing  short  of  that  will  satisfy 
the  people  in  the  Central  States  that  have  to  do  with  handling 
wheat. 

Some  States  that  do  not  handle  any  wheat  can  very  cheer- 
fully pass  up  the  question,  but  we  handle  wheat  in  our  country 
and  are  desirous  of  co-operating  with  the  Government  and  have 
co-operated  with  the  Government,  and  I  presume  that  the  grain 
dealers  and  millers  of  Indiana  have  given  to  the  Administration 
as  little  trouble  as  any.  They  are  patriotic  and  will  do  all  they 
can,  but  do  not  put  us  in  the  attitude  where  we  cannot  earn  a 
margin  if  we  are  up  against  an  irresponsible  party  or  up  against 
a  mill  that  does  not  wish  us  to  exist.  Fix  a  definite  margin. 
Everybody  knows  we  should  have  that  margin.     Now,  espe- 
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daily  since  ordinary  lines  of  competition  are  broken  down,  we 
certainly  should  have  that  margin.  Men  cannot  now  protect 
themselves ;  they  cannot  buy  this  grain  and  hold  it  as  they  used 
to.  I  have  known  men  to  buy  in  grain  by  the  carload  at 
carload  prices  and  make  money  out  of  it  because  they  could 
hold  it.  Now  they  are  charged  with  a  criminal  offense 
if  they  attempt  to  do  that.  So  I  say  it  is  due  to  the  men  handling 
this  grain  and  making  possible  the  saving  of  these  crops  that  they 
be  permitted  a  reasonable  margin. 

Mr.  Grammer — Our  trouble  with  mill  competition  last  year 
was  because  we  could  not  buy  wheat  with  dockage.  The  mills 
forced  us  to  abandon  our  dockage  entirely.  We  could  not  get 
any  dockage  on  wheat  where  we  had  mill  competition.  I  rather 
think  the  Administration  could  properly  police  the  buying  of 
grain  this  season  through  their  field  agents  and  where  com- 
plaints are  made  I  think  they  should  promptly  investigate  where 
mills  are  located  and  where  people  try  to  get  dockage  legiti- 
mately. They  should  police  it  that  way  like  the  last  three  months 
of  this  crop,  which  has  been  very  satisfactory. 

Mr.  McLemore — I  want  to  ask  one  simple  question.  Why 
will  not  the  price  which  the  miller  will  be  permitted  to  pay  fix  the 
margin  of  the  grain  dealer?  It  was  absolutely  so  last  year, 
was  it  not? 

Mr.  Clemons — No,  that  was  absolutely  not  the  case. 

Mr.  McLemore — If  that  was  a  competitive  situation  that 
was  so.  I  am  assuming  a  competitive  situation.  Naturally  a 
man  cannot  fix  his  own  margin  where  a  competitive  situation  ex- 
ists and  competition  fixes  that  margin  and  the  miller  being  in  a 
better  position  to  buy  than  the  grain  dealer  will  naturally  set 
the  pace  for  the  grain  dealer's  margin. 

Mr.  Clemons — Yes,  and  put  the  grain  dealer  out  of  busi- 
ness whenever  he  wants  to. 

Mr.  McLemore — I  agree  with  him  fully,  and  that  is  the 
reason  I  ask  the  question.  I  see  no  escape  from  an  arbitrary 
margin,  if  you  want  to  retain  the  grain  dealer  in  business. 

Mr.  Clemons — I  would  like  to  say,  in  reply  to  the  gentle- 
man who  has  just  had  the  floor,  that  in  our  State  this  year 
before  Mr.  Barnes  organized  a  system  of  policing  and  buying 
wheat  or  requisitioning  wheat  from  mill  elevators,  the  same  as 
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he  did  from  independent  elevators,  that  there  was  a  whole  lot 
of  independent  grain  dealers  who  were  driven  out  of  business 
and  glad  to  sell  or  rent  their  elevators  to  the  mills,  simply  be- 
cause the  mills  saw  their  opportunity  to  eliminate  them  from  the 
grain  business. 

I  presume  there  are  men  here  who  know  what  my  position 
has  been  in  regard  to  the  margin  on  wheat  and  you  will  take 
from  what  I  said  previously  that  I  have  switched  about  or 
changed  my  mind.  I  see  that  in  a  different  way  now  than  I 
have  ever  seen  it  before  and  that  is  this — Mr.  Barnes  has 
shown  me  the  impracticability  of  fixing  a  margin  owing  to 
the  diflference  of  cost  in  handling  wheat  in  different  sections 
of  the  country,  but  that  can  be  controlled  and  be  handled  by 
requisitioning  the  mill  elevator  wheat  the  same  as  they  requi- 
sitioned the  independent  elevator  wheat.  When  that  is  done 
there  is  no  incentive  for  the  mill  man  who  has  a  line  of  eleva- 
tors to  buy  any  more  wheat  at  any  greater  price  than  the 
ordinary  shipper  can  pay,  because  if  he  originates  more  wheat 
than  he  needs  at  his  mill  it  will  be  ordered  over  to  the  other 
fellow's  mill.  Consequently  he  is  not  going  to  drive  the  inde- 
pendent elevator  man  out  of  business  where  he  comes  into 
competition  with  him.  That  is  the  thing  that  has  happened 
in  our  State.  The  mills  in  certain  sections  of  the  country 
down  there  were  raw  enough  if  you  will  pardon  the  expres- 
sion, to  come  right  out  and  say  to  the  elevator  man,  now, 
then,  we  have  come  to  a  time  when  there  probably  will  not  be 
enough  money  in  it  for  you  to  handle  wheat.  We  will  lease 
your  elevator  if  you  will  lease  it.  The  elevator  man  says,  I 
don't  care  to  lease  my  elevator.  They  say,  then,  we  will  buy 
it.  The  elevator  man  says,  I  don't  want  to  sell  my  business. 
I  have  no  other  business  and  I  have  nothing  else  to  engage 
in  to  make  a  living.  Then  the  mill  man  says,  then  we  will 
drive  you  out  of  business,  and  in  some  instances  they  ar- 
ranged with  the  railroad  company  and  got  locations  for  eleva- 
tors and  they  built  elevators  in  competition  with  the  regular 
grain  men  at  those  points.  But  for  the  method  that  Mr. 
Barnes  arrived  at  to  handle  that  situation  those  people,  if 
they  had  not  been  already  driven  out  of  business,  would  have 
been  driven  out  of  business  within  a  short  time. 

Mr.  Wells — I  am  personally  opposed  to  the  idea  of  fixing 
a  margin  at  the  country  stations  the  country  over  for  this 
reason.    In  the  State  of  Iowa  they  have  shipped  in  seed  wheat 
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in  small  quantities  to  nearly  every  station  in  the  State  and 
the  dealers  will  be  called  upon  to  handle  one  or  two  or  three 
cars  of  wheat  during  the  year  and  I  do  not  think  we  can  afford 
to  handle  that  wheat  on  the  margin  that  elevators  can  afford 
to  handle  it  in  territories  where  there  is  a  large  volume  of 
wheat.  At  the  same  time,  I  believe  that  competitive  condi- 
tions among  buyers  in  our  territory  will  give  the  farmer  a 
better  price  for  that  wheat  and  that  the  dealer  ought  not  to 
be  discouraged  in  handling  that  wheat  by  having  a  fixed  mar- 
gin so  narrow  that  he  will  feel  that  he  is  not  interested  in  it. 

Mr.  Evans — The  concern  with  which  I  have  been  con- 
nected for  many  years  has  been  accustomed  to  buying  wheat 
from  farmers  at  as  high  a  price  as  they  could  sell  it  in  Chicago 
or  at  Chicago  prices  in  order  to  draw  wheat  from  a  great  dis- 
tance. In  the  last  few  years  our  relations  with  dealers  have 
become  more  intimate.  We  have  sold  merchandise  to  them 
as  well  as  buying  from  them  and  they  came  to  us  in  the  last 
week  with  the  statement  that  they  could  not  meet  their  com- 
petition and  we  endeavored  to  meet  their  ideas  by  making  a 
difference  between  our  mill  price  and  the  farmer's  price  in 
Indianapolis  so  as  to  give  the  dealers  a  chance.  But  during 
the  last  year  when  we  attempted  to  do  that  we  found  certain 
competition  from  other  mills  who  were  very  hungry  for  wheat 
and  so  that  was  rendered  impossible.  We  recognize  that  it 
is  the  law  of  existence  that  every  man  should  be  permitted 
to  earn  a  living  and  it  is  very  desirable  that  to  bring  about 
fair  play  that  a  fair  margin  of  profit  of  some  kind  should  be 
fixed. 

Then  as  to  the  cost  of  carrying  and  handling  wheat  six 
and  a  half  cents  is  that  cost  in  one  place  and  five  cents  in 
another.  You  will  find  varying  amounts  to  apply  in  varying 
localities.  I  must  say  that  I  like  the  way  the  Grain  Corpora- 
tion has  handled  things  up  to  the  present  time.  In  our  coun- 
try conditions  are  pretty  nearly  uniform  but  I  suggest  a  mar- 
gin of  some  sort,  say  five  or  six  cents.  That  will  afford  relief 
from  unpleasant  competition.  If  the  Administration  will  fix 
a  fair  margin  that  will  settle  all  those  difficulties  and  I  am 
therefore  in  favor  of  that  method. 

Mr.  Hoffman — The  question  of  fixing  a  margin  could  be 
solved  very  easily  by  the  same  method  as  that  adopted  in 
fixing  the  price  of  wheat.     But  there  is  no  question,  in  my 
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mind,  but  that  margin  should  vary  with  varying  conditions. 
The  cost  of  labor,  for  instance,  and  other  overhead  charges 
will  weigh  much  more  heavily  on  an  elevator  with  a  capacity 
of  40,000  bushels  than  it  will  on  an  elevator  with  a  capacity 
of  100,000  bushels.  It  might  well  be  that  the  elevator  with 
a  capacity  of  100,000  bushels  and  enjoying  the  same  margin 
as  that  allowed  to  the  elevator  handling  only  40,000  bushels 
might  make  a  profit  whereas  the  elevator  handling  only 
40,000  bushels  would  lose  money  and  be  put  out  of  business. 
It  goes  without  saying  that  a  man  who  handles  a  station 
where  200,000  bushels  are  stored  will  make  more  money  than 
a  man  handling  only  60,000  bushels.  It  is  a  question  of  loca- 
tion and  volume  of  product.  I  do  not  care  whether  a  margin 
of  profit  is  fixed  or  whether  a  guaranteed  price  is  made,  but 
I  do  not  see  how  you  are  going  to  get  away  from  fixing  a 
price  that  the  country  elevator  man  will  get,  or  fixing  a  mar- 
gin of  profit,  because  you  will  have  to  pay  the  farmer  $2  a 
bushel.  I  am  heartily  in  favor  of  policing  the  buying  of  wheat 
so  stringently  that  none  of  us  will  call  Yellow  Berry  Wheat 
Dark  Turkey  Wheat. 

Mr.  Smiley — I  think  at  one  time  you  suggested  that  we 
submit  figures  showing  the  actual  cost  of  handling  grain  based 
on  a  100,000  bushel  wheat  station.  We  complied  with  your 
request  and  it  showed  that  the  actual  cost  of  handling  grain 
through  elevators  in  Kansas  w^as  4.3  cents  per  bushel.  This 
did  not  include  the  invisible  loss  or  loss  in  transit  which  we 
cannot  figure  in  the  cost  of  handling  grain,  for  the  reason 
you  don't  know  what  it  is  until  the  end  of  the  current  year. 
We  believe  that  the  elevator  owners  are  unfortunately  located 
in  Kansas  owing  to  the  fact  that  there  is  sufficient  mill  capac- 
ity in  the  State  of  Kansas  to  manufacture  98,000,000  bushels 
of  wheat  per  annum.  As  long  as  there  is  an  abundant  supply 
of  wheat  for  the  mills  there  is  little  or  no  competition.  But 
last  season  and  practically  all  of  the  season  a  number  of  the 
millers  insisted  upon  taking  the  entire  supply  of  wheat  trib- 
utary to  their  territory.  The  country  elevator  man  was  com- 
pelled, when  buying  that  wheat,  to  observe  the  Federal  Rules, 
to  determine  the  amount  of  foreign  matter  found  in  this  wheat. 
There  were  comparatively  few  millers  in  the  State  that  even 
went  to  the  trouble  of  purchasing  the  device  to  determine 
what  foreign  matter  was  in  the  wheat  which  at  $2.17  per 
bushel  on  the  basis  of  Chicago  amounted  to  quite  an  item  in 
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the  cost  of  handling.  As  a  result  in  many  points  in  Kansas 
the  mill  would  buy  this  wheat  on  the  basis  of  No.  1  hard  when 
there  was  not  a  kernel  of  No.  1  hard  wheat.  They  wanted  the 
wheat  and  they  got  the  wheat.  That  is  the  kind  of  competi- 
tion we  were  compelled  to  meet  practically  during  all  of  the 
past  season. 

We  believe  that  it  will  be  impossible  for  this  Corporation 
to  fix  a  buying  price  that  will  cover  the  entire  territory  from 
Maine  to  California.  But  we  do  believe  it  possible  for  the 
Grain  Corporation  to  instruct  each  zone  management  in  these 
different  zones,  if  a  margin  of  profit  may  be  determined  on,  to 
see  that  this  margin  of  profit  is  maintained.  Unfortunately, 
in  our  State  the  country  elevators  have  advised  me  repeatedly 
that  they  are  afraid  to  lodge  a  complaint  with  the  zone  man- 
agement against  a  mill  owing  to  the  fact  that  the  stockholders 
of  that  organization  may  be  apprised  of  the  fact  and  the  man- 
ager wiould  be  out  of  a  job.  I  am  quite  sure  that  is  the  only 
solution  of  this  wretched  problem. 

Mr.  Priddy — As  the  representative  of  the  Texas  Grain 
Dealers'  Association  I  have  found  that  the  cost  of  handling 
grain  through  country  elevators  varies  very  much,  according 
to  the  volume  of  the  crop  and  the  period  of  movement.  It 
also  varies  with  the  capacity  of  the  elevator.  It  is  just  the 
same  way  so  far  as  the  cost  on  the  Pacific  Coast  is  concerned. 
There  a  great  deal  of  the  grain  is  handled  in  sacks  and  it  is 
different  from  Kansas  where  it  is  handled  in  bulk.  In  the 
same  way  the  cost  of  interest  and  insurance  and  labor  varies 
with  varying  territories.  Your  administration  will  find  it  very 
hard  to  fix  a  satisfactory  margin  to  apply  to  the  country  as 
a  whole.  Of  course,  I  feel  that  in  most  instances  the  grain 
trade  is  represented  by  men  capable  of  taking  care  of  them- 
selves, but  that  does  not  apply  where  the  different  elements 
of  cost  are  too  great.  I  do  feel  that  it  will  be  more  satisfactory 
if  the  margin  of  profit  be  left  to  the  local  committees.  I  again 
move  that  it  be  the  sense  of  this  body  that  the  margin  of  profit 
be  left  to  be  determined  by  the  local  conditions. 

(The  motion  was  seconded.) 

The  Chairman — May  I  speak  a  moment  on  this  subject. 
We  have  had  this  question  under  consideration  by  the  Enforce- 
ment Division  and  the  Legal  Department.  They  say  they  are 
unable  to  see  any  way  in  which  the  Food  Administration  can 
prescribe  a  minimum  buying  margin.     We  have  thought  it  is 
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not  in  the  public  interest  to  allow  the  mills  to  use  their  trade 
advantages  this  year  to  kill  off  the  independent  grain  dealers 
and  we  have  used  what  influence  we  have  with  mills  in  asking 
a  correction  of  the  abuse  of  the  buying  margin  or  overgrading 
at  every  point  where  we  could  get  the  details.  In  my  experi- 
ence I  cannot  recall  an  instance  in  which  that  was  not  com- 
plied with  and,  I  think,  faithfully  observed.  But  we  had  great 
trouble  in  getting  the  details.  Mr.  Smiley  explained  that  in 
some  instances  the  men  who  felt  themselves  aggrieved  were 
afraid  to  give  the  details.  In  such  instances  we  were  power- 
less. In  Mr.  Mullen's  case  we  had  a  great  many  complaints 
against  his  buying  places  in  the  West.  On  our  first  request 
to  him  to  maintain  a  fair  living  margin  for  competitive  grain 
dealers  the  Colorado  Milling  and  Elevator  Company  estab- 
lished a  four  cent  buying  basis  and  observed  it.  We  have 
used  this  four  cents  in  our  correspondence  with  the  mills  as 
being  at  least  as  narrow  a  minimum  margin  as  they  should 
maintain  and  still  give  the  grain  dealer  a  chance  to  live. 

On  the  other  hand,  Mr.  Mullen's  elevators,  and  he  just 
told  you  that  he  operates  100,  submitted  a  statement  and  he 
said  in  it  that  he  was  ashamed  to  ask  anything  less  than  four 
cents  per  hundred  and  he  submitted  a  detailed  statement  of 
his  yearly  figures.  We  saw  at  once  that  the  volume  of  grain 
to  the  elevator  must  be  the  deciding  factor  in  a  fair  margin, 
of  course.  Therefore  we  are  confronted  with  innumerable 
difficulties,  such  as  trying  to  settle  a  fair  margin  in  Colorado 
with  the  great  volume  of  wheat  he  handles  with  a  fair  margin 
in  Iowa  or  Idaho  where  a  less  volume  is  handled.  We  have 
tried  to  protect  the  dealers,  recognizing  the  fact  that  they  are 
entitled  to  protection  against  indiscriminate  mill  buying.  If 
you  do  not  help  us  on  that  then  we  do  not  know  how  we  can 
be  helped,  because  we  have  been  advised  that  we  have  not 
the  power  to  prescribe  any  minimum  margin  by  any  light  the 
Legal  Department  can  see. 

Mr.  Mullen — I  simply  want  to  say  that  we  operated  down 
in  Kansas  two  or  three  years  ago  and  we  found  out  what  it 
cost  to  move  a  bushel  of  wheat  down  there.  In  Colorado, 
where  wheat  moved  quickly  and  freely,  it  cost  four  cents. 
That  was  crowded  down  to  three  cents  for  four  or  five  days 
and  then  went  up  to  four  cents. 

The  Chairman — Four  cents  per  hundred? 
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Mr.  Mullen — Yes,  four  cents  per  hundred  and  in  Idaho 
six  cents  per  hundred. 

The  Chairman — The  matter  was  taken  up  at  once  on  the 
understanding  that  the  Food  Administration  could  not  be 
called  upon  to  undertake  to  say  that  farmers  should  be  paid 
any  less.    We  understand  all  that. 

Mr.  Mullen — That  is  all  right,  but  it  was  with  the  distinct 
understanding  that  it  should  be  moved  at  once.  It  is  true  I  did 
make  a  statement  to  Mr.  Barnes  showing  him  that  on  an  elevator 
that  cost  $5,000  it  paid  for  itself  in  six  months  at  four  cents 
per  hundred.  Had  we  made  it  six  cents  a  hundred  it  would 
have  been  more  than  paid  for  in  six  months.  I  said  I  did  not 
think  that  was  fair  to  the  farmers,  and  I  don't  think  it  is.  Gen- 
erally speaking,  most  of  those  elevators  have  little  other  busi- 
ness besides  that.  If  they  handle  50,000  or  60,000  or  100,000 
bushels  and  get  within  four  cents  a  bushel  you  will  see  it  will  be 
$4,000.  There  is  very  little  money  invested  in  the  business. 
Then  generally  elevators  handle  other  things,  coal  and  things  of 
that  kind,  so  they  do  not  depend  entirely  upon  the  money  they 
receive  as  commission  for  handling  wheat. 

Another  question,  it  is  a  pretty  difficult  question  for  us  to 
undertake  to  equalize  the  disabilities  of  a  particular  location  or 
poor  facilities  or  poor  crops.  I  do  not  think  the  Food  Adminis- 
tration contemplates  that  we  shall  do  anything  of  the  kind. 

In  regard  to  the  mills — I  am  interested,  of  course,  in  those. 
But  we  do  move  out  two  bushels  where  we  grind  one.  In  other 
words,  we  ship  two  bushels  where  we  grind  one.  I  therefore 
ought  to  be  able  to  look  at  it  from  both  sides  and  in  an  unpreju- 
dicial  manner. 

I  can  readily  understand  where  a  mill  having  to  pay  many 
times  the  taxes  that  an  elevator  does,  having  a  greater  number 
of  men,  having  established  a  reputation  for  their  flour,  cannot 
be  expected  to  stand  still,  as  it  were,  and  allow  an  elevator  to 
pay  exactly  the  same  price  for  wheat  and  ship  the  wheat  away 
from  them  when,  as  a  matter  of  observation  and  fact,  it  simply 
means  that  that  wheat  or  similar  wheat  has  got  to  be  moved 
back  again  into  the  same  location  to  be  ground  up  into  flour  by 
that  mill. 

And  it  would  be  very  difficult,  indeed,  to  bring  about  a  condi- 
tion of  affairs,  if  you  please,  Mr.  Chairman,  where  a  flour  mill 
would  pay  no  more  than  an  elevator  where  the  people  expect  that 
as  a  result  of  the  construction  of  the  flour  mill  somewhat  better 
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prices  will  be  paid  for  wheat.  The  farmers  expect  that  and 
they  have  a  right  to  expect  it.  It  would  be  a  very  difficult  matter 
to  put  into  effect  an  arrangement  whereby  the  mill  should  pay 
only  that  exact  price  which  the  elevator  pays,  providing  now, 
if  you  please,  if  by  so  doing  they  can  market  their  product  and 
make  a  reasonable  profit  in  the  conduct  of  their  business  and  at 
the  same  time  sell  flour  for  less  money  in  their  immediate  neigh- 
borhood than  they  could  by  sending  out  for  the  wheat.  Now, 
that  is  a  difficult  proposition  and  I  really  think,  Mr.  Chairman, 
that  we  will  be  able  to  settle  it  in  no  other  way  save  and  except 
by  leaving  it  to  the  conditions  that  exist  but  depending,  at  least 
until  the  war  is  over,  upon  the  good  will  and  good  intentions  and 
co-operation  of  the  mill  and  the  elevator  and  get  along  as  best 
we  can. 

Mr.  Smiley — I  do  not  think  that  we  have  asked  any  greater 
margin  as  elevator  operators  than  is  granted  to  the  mills.  As 
far  as  investment  is  concerned,  if  we  are  unfortunate  in  not  hav- 
ing a  great  investment  or  as  great  an  investment  as  some  of  the 
great  mills  in  this  country  that  is  our  misfortune.  We  should 
not  be  penalized  for  that. 

Now  speaking  as  to  profit  referred  to  by  Mr.  Mullen.  It  is 
true,  and  we  will  admit  it,  that  during  the  period  of  1914  and 
1915,  owing  to  the  fact  that  lack  of  transportation  facilities  com- 
pelled the  elevators  to  load  up  to  capacity  they  were  forced  to 
take  the  enormous  profits  resulting  from  an  advance  in  the 
market  price  of  wheat  of  about  $1  a  bushel  before  they  could 
market  their  grain.  That  was  speculation  pure  and  simple  over 
which  they  had  no  control.  That  good  fortune  was  forced  upon 
them.  But  that  was  not  based  on  a  stabilized  price.  All  we  ask 
of  the  Corporation  is  to  allow  us  the  same  consideration  that  is 
given  to  the  manufacturers. 

Mr.  Robinson — I  would  like  to  ask  Mr.  Mullen  if  the  cost  of 
four  cents  a  hundred  applies  to  his  elevators  in  Idaho. 

Mr.  Mullen — Six  cents  in  Idaho.  As  to  six  cents  a  hundred 
I  am  very  much  in  doubt  whether  it  would  cover  our  cost  of 
handling  in  Idaho.  In  fact,  I  know  that  six  cents  a  bushel  will 
hardly  let  us  out  and  pay  our  expenses  and  the  interest  and  take 
care  of  our  dockages.  As  you  no  doubt  know,  our  shipments 
are  made  from  Idaho  down  to  the  Southeastern  States.  We  have 
to  sell  on  destination  weights  and  grades  and  it  is  very  seldom  a 
car  does  not  run  short  at  least  five  or  six  hundred  pounds.  In 
this  export  wheat,  that  takes  a  good  deal  of  the  margin.     Our 
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exchange  on  all  drafts  is  one-tenth  of  one  per  cent.,  which  is  $3 
on  every  $3,000.  And  the  diversion  charges  and  all  those  things 
taken  into  account  convinces  me  that  in  our  section  the  margin 
out  there  ought  to  be  larger  than  in  other  parts  of  the  United 
States. 

You  have  said  that  your  attorneys  have  felt  that  you  could 
not  make  a  stated  margin.  If  you  take  into  consideration  other 
locations  and  take  into  consideration  our  location. 

Another  question.  Can  you  requisition  wheat  from  a  mill 
and  have  it  shipped  out  and  then  requisition  wheat  from  a  dealer 
and  ship  it  to  that  particular  mill  ? 

The  Chairman — Is  that  just  a  hypothetical  question  or  has 
it  practical  application? 

Mr.  Mullen — I  just  want  to  know  whether  you  can  do  that. 

The  Chairman — I  think  we  can,  but  I  think  we  would 
want  to  know  the  reason  for  it  before  we  exercised  a  power  of 
that  kind. 

Mr.  Mullen — What  I  was  driving  at  is  if  the  mill  was  not 
inclined  to  allow  the  elevator  interest  a  reasonable  profit  whether 
you  could  requisition  his  wheat  out  and  make  him  take  the  same 
chances  as  the  elevator  man  takes  to  then  get  his  supply  from 
some  other  place. 

The  Chairman — I  think  that  point  will  only  come  up  when 
we  reach  a  direct  refusal  from  the  mill.  We  have  never  had  a 
request  of  that  kind  refused  to  my  knowledge.  All  we  lack  is 
details  from  the  grain  men  of  the  abuses  they  want  corrected. 

Mr.  Clemons — I  would  like  to  ask  Mr.  Mullen  two  or  three 
questions. 

Mr.  Mullen — I  will  be  very  glad  to  answer  them,  if  I  can. 

Mr.  Clemons — If  I  understood  you  right,  Mr,  Mullen,  you 
said  you  had  an  elevator  that  cost  you  $5,000  at  one  point  and 
that  on  a  margin  of  four  cents  a  hundred  you  paid  for  it  in  six 
months. 

Mr.  Mullen — Pretty  near,  and  it  would  more  than  pay  for 
it  at  six  cents. 

Mr.  Clemons — How  much  grain  do  you  handle  a  year? 
Mr.  Mullen — Just  divide  that  into  the  grain  (laughter). 

Mr.  Clemons — As  I  understood  your  statement,  that  was  on 
the  basis  of  your  handling  200,000  bushels  through  your  house 
in  six  months? 
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Mr.  Mullen — Well,  if  that  is  correct  that  is  right  (laughter). 

Mr.  Clemons — You  had  to  handle  more  than  that  if  you  had 
any  handling  expenses.  Now,  I  would  like  to  ask  the  gentle- 
man, if  he  has  an  elevator  that  handles  200,000  bushels  and  pays 
for  itself  in  six  months,  if  he  would  let  me  buy  it.  I  want  to 
buy  it. 

Mr.  Mullen — You  could  not  buy  it.    I  won't  sell  it. 

The  Chairman — It  is  not  fair  to  ask  Mr.  Mullen  those  ques- 
tions without  data  in  his  possession  to  answer  your  questions. 
You  quote  from  a  sworn  statement  that  you  cannot  remember, 
do  you  not?  And  you  are  perfectly  willing  to  rest  on  that  state- 
ment ? 

Mr.  Mullen — Yes. 

Mr.  Clemons — I  wanted  to  substantiate  the  statement  by  Mr. 
Mullen  as  to  the  cost  of  handling  wheat  in  Oklahoma,  as  taken 
from  his  figures.  The  average  Oklahoma  elevator  handles  about 
60,000  bushels  of  wheat  and  if  you  gentlemen  will  take  your 
pencils  and  figure  for  a  moment  you  will  find  the  statement  I 
make  is  correct,  that  it  costs  between  five  cents  and  six  and  one- 
half  cents  under  normal  conditions  to  handle  wheat  in  Oklahoma, 
which  corresponds  with  what  it  costs  Mr.  Mullen  to  handle 
wheat  through  a  house  which  originates  100,000  bushels  of  wheat 
in  six  months. 

The  Chairman — Your  point  was  perfectly  proper,  in  com- 
parison.   The  cost  does  vary  with  the  quantity  handled. 

Mr.  Mullen — The  statement  I  made  shows  that  we  did  other 
business  besides. 

Mr.  Clemons — I  do  not  question  Mr.  Mullen's  veracity. 

Mr.  Sager — Mr.  Chairman,  are  we  not  rather  tilting  against 
windmills  here  and  wasting  time?  If  I  understood  the  position 
of  the  Administration,  as  outlined  by  you  a  few  moments  ago, 
correctly  it  is  in  your  judgment  beyond  the  power  of  the  Grain 
Corporation  to  establish  a  buying  margin. 

The  Chairman — That  is  true  at  present.  I  had  in  mind,  if 
I  could,  developing  sentiment  for  reconstruction  of  the  contracts 
between  the  mills  and  the  elevators.  There  may  be  something 
done  by  voluntary  contracts. 

Mr.  Sager — I  speak  because  if  it  is  beyond  your  power  to  fix 
this  margin  it  is  certainly  futile  to  discuss  it. 
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The  Chairman — From  that  angle,  yes.  There  is  a  motion, 
gentlemen,  before  the  meeting. 

Mr.  Miller — I  am  operating  a  small  line  of  country  houses 
in  competition  with  Mr.  Mullen  in  Idaho  and  I  cannot  buy  grain 
on  the  basis  of  his  margin.  I  keep  my  expenses  down  as  low  as 
I  can,  yet  I  cannot  compete  with  him.  I  do  not  believe  Mr. 
Mullen  can  do  it,  unless  he  makes  the  money  out  of  selling  and 
handling  other  products,  like  coal,  as  he  suggests. 

Mr.  Mullen — Have  you  a  mill? 

Mr.  Miller — I  have  not. 

Mr.  Mullen — There  is  where  you  are  lucky  (laughter). 

Mr.  Miller — We  cannot  send  wheat  to  our  own  mills  and 
make  a  profit  out  of  it,  as  Mr.  Mullen  does.  We  have  to  sell  to 
other  mills  and  on  Government  grades,  arid,  as  Mr.  Robinson 
stated,  on  destination  weights.  Therefore  we  cannot  operate  on 
any  such  margin. 

Mr.  Mullen — Just  one  word. 

The  Chairman — Do  you  want  to  speak  to  this  motion? 

Mr.  Mullen — I  just  want  to  interpose  an  explanation.  Mr. 
Miller  and  his  friends  are  good  friends  of  mine.  He  is  saying 
that  they  cannot  possibly  operate  for  less  than  a  six-cent  mar- 
gin. I  have  known  them  a  good  many  years,  Mr.  Chairman, 
and  to  my  knowledge  not  a  year  has  gone  by  during  which  they 
have  not  made  considerable  money.  They  are  not  now  any 
poorer  than  they  were,  and  I  am  very  much  pleased  to  be  able 
to  say  it,  and  they  know  that  I  know  that  they  have  done  very 
well  indeed.     (Laughter  and  applause.) 

The  Chairman — We  have  allowed  a  very  free  discussion  of 
this  because  it  is  really  one  of  the  important  points  that  come 
up  to  us  in  every  mail.  There  is  a  motion  now  before  you  that 
the  expression  is  that  there  shall  be  no  attempt  to  prescribe  a 
buying  margin. 

Mr.  Dorsey — Would  it  be  proper  to  ask  you  to  express 
yourself?  I  would  like  to  hear  an  expression  of  your  personal 
opinion.  W^e  have  only  a  little  community  which,  to  a  great 
extent,  governs  our  viewpoint.  Some  of  us  have  the  opera- 
tions in  a  whole  State  to  guide  their  conclusions  and  determina- 
tions. You,  however,  have  a  comprehensive  view  of  the  whole 
country.     I  would  like  to  ask  you  to  tell  us  what  you  think 
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about  it  and  express  your  views  of  the  necessity  of  it  and  the 
advisabihty  of  it,  if  not  out  of  order. 

The  Chairman — I  think  our  attitude  is  expressed  by  the 
fact  that  we  have  always  negotiated  with  the  mill  to  leave  a 
fair  margin  for  the  dealer.  When  we  prescribe  a  minimum 
margin  we  give  the  grower  the  protection  of  the  maximum  and 
we  pledge  them  in  the  same  way.  If  we  find  that  the  miller 
is  abusing  that  suggestion  by  an  unfair  buying  basis  we  would 
seek  to  protect  the  dealer  if  he  was  paying  a  fair  price  to  the 
grower.  I  think  that  is  a  fair  answer.  Are  you  ready  for 
the  question?     (Many  delegates  call  for  the  question.) 

Mr.  Riley — Mr.  Chairman,  I  do  not  care  to  occupy  any 
time,  but  only  to  make  this  on)e  suggestion.  If  the  Grain 
Corporation  desires  a  vote  here  for  the  purpose  of  determining 
how  the  country  grain  trade  stands  on  this  question,  I  should 
like  to  have  the  country  grain  trade  segregated  from  the  others. 
It  would  seem  to  me  that  the  discussion  of  the  matter  ought 
to  be  left,  as  everything  elsq,  without  any  vote  being  taken 
I  and  let  the  Grain  Corporation  draw  its  own  conclusions  with- 
out any  vote,  because  we  have  a  great  many  interests  here  that 
must  be  interested  in  that  question.  I  think  we  ought  not  to 
have  any  vote. 

Mr.  Mullen — I  am  neutral.  Will  you  excuse  me  from 
voting  ? 

Mr.  Shorthill — If  the  adoption  of  this  motion  means  that 
the  Corporation  will  maintain  fair  conditions  of  trade  in  the 
country,  I  would  not  be  in  favor  of  the  adoption  of  this  motion 
at  all.  I  think  we  ought,  at  least,  to  have  the  policy  of  the 
Grain  Corporation  continued  with  as  great  effect  as  in  the  past, 
and  more  in  the  future,  if  we  can  get  it. 

The  Chairman — Mr.  Riley,  the  only  means  you  have  of 
getting  your  idea  before  this  gathering  is  by  offering  an  amend- 
ment to  that  motion.  Are  you  ready  for  a  vote  on  the  motion? 
I  do  not  hear  a  second  to  Mr.  Riley's  suggestion  nor  do  I  hear  a 
motion  to  that  effect.  Gentlemen,  are  you  ready  for  the  motion 
as  it  stands  ?  The  motion  is  that  it  is  the  sentiment  of  this  gather- 
ing that  there  should  be  no  attempt  by  regulation  to  prescribe  a 
minimum  or  maximum  buying  margin.  Is  that  right?  Are  you 
ready  for  the  question  ?  Those  in  favor  will  say  aye.  Those  op- 
posed no.  (There  were  numerous  ayes  and  noes.)  I  think,  gen- 
tlemen, we  will  have  a  count  on  that.     Those  in  favor  of  that 
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motion  will   raise  their  right  hands.     Mr.   Secretary,   will  you 
count. 

Secretary  Moore — Sixty-six  in  favor  of  the  motion. 

The  Chairman — Those  opposed  to  the  motion. 

Secretary  Moore — Four. 

The  Chairman — There  is  no  question  but  that  the  motion 
is  carried. 

Mr.  Smiley — I  think  a  motion  was  made  a  few  moments 
ago  that  a  meeting  be  held  tonight.  I  would  like  to  move  that 
that  be  reconsidered,  in  view  of  the  fact  that  a  number  of  these 
gentlemen  have  been  in  almost  continuous  session  for  forty-eight 
hours  and  some  of  them  were  in  continuous  session  on  the  trains 
coming  here  to  New  York  City.  Another  thing,  we  do  not  come 
to  New  York  every  day  in  the  year  (laughter).  I  move  that 
we  reconsider  the  holding  of  a  meeting  tonight. 

Mr.  Clemons — I  want  to  ask  Mr.  Smiley  a  question.  I  would 
like  to  ask  him  what  kind  of  continuous  sessions  he  was  in  when 
coming  here  on  the  train  from  Kansas? 

Mr.  Sager — Was  that  motion  seconded  and  is  it  open  to 
debate?     (The  motion  was  seconded  by  some  member.) 

The  Chairman — Yes. 

Mr.  Sager — While  I  appreciate  as  much  as  many  of  the  men 
here  the  advisability  and  the  desirability  of  extending  to  all 
American  citizens  an  opportunity  for  recreation  under  proper 
circumstances  and  when  it  is  in  order  to  devote  our  time  to  pleas- 
ure, yet  where  gentlemen  have  come  hundreds  of  miles  and  some 
thousands  of  miles  to  participate  in  these  deliberations  it  seems 
to  me  manifestly  unjust,  after  the  sense  of  this  meeting  has  been 
expressed  that  we  hold  a  meeting  tonight  and  the  consent  of  the 
Chamber  of  Commerce  has  been  secured  for  that  privilege,  to 
now,  in  order  to  further  the  desires  of  some  members  for  pleas- 
urable excursions  and  a  night  on  the  streets  of  New  York,  to 
adjourn  a  great  National  Meeting  considering  a  great  National 
subject.     I  hope  this  motion  will  be  voted  down  (applause). 

Mr.  Dorsey — Amen,  amen. 

The  Chairman — I  would  say,  gentlemen,  that  we  cannot  have 
this  hall  tomorrow  night.  It  is  engaged  then  for  a  regular  meet- 
ing of  the  Chamber  of  Commerce.  (Many  Delegates  call  for  the 
question.) 


The  question  is  now  on  the  motion  to  reconsider  and  not  hold 
a  meeting  tonight.  Those  in  favor  of  the  motion  will  hold  up 
their  hands.  (A  few  hands  are  raised.)  Those  who  want  to 
continue  and  hold  a  meeting  tonight  will  raise  their  hands.  (Many 
hands  are  raised.)     We  will  hold  a  meeting  tonight. 

7.     Present  Food  Administration  Reports  Required. 

The  Chairman — In  this  question  we  do  not  include  Coo  and 
Doo.      Have   you   any   suggestions,   gentlemen? 

Mr.  Magnuson — The  report  to  which  you  have  referred, 
made  to  the  zone  agents  in  the  Northwest,  are  all  right.  But  they 
are  being  interfered  with  to  such  an  extent  by  other  depart- 
ments of  the  Food  Administration  and  other  departments  of 
the  Government  that  it  is  almost  impossible  to  devise  a  method 
whereby  all  reports  required  can  be  made.  Those  required  by 
the  zone  agents  are  easily  made  and  those  who  make  them  have 
become  accustomed  to  them  and  I  can  find  no  fault  whatever  in 
relation  to  them. 

The  Chairman — You  realize  that  we  can  do  nothing  more 
than  pass  along  any  suggestion  you  have  to  make  to  another 
branch  of  the  Government.  I  am  referring  now  to  the  Grain 
Corporation  reports. 

Mr.  Magnuson — When  we  have  furnished  all  the  reports 
asked  for  through  the  zone  agents  by  the  Grain  Corporation,  it 
seems  to  me  the  Grain  Corporation  might  be  of  considerable 
assistance  in  furnishing  to  the  Food  Administration  some  thought 
along  the  line  of  not  requiring  so  many  reports  to  the  Food 
Administration. 

The  Chairman — Have  you  in  mind  a  specific  instance  of  such 
reports  that  you  deem  unnecessary? 

Mr.  Magnuson — There  are  the  quarterly  reports  Coo  and 
Doo  and  other  reports  like  A-9. 

I  have  been  trying  for  two  weeks  to  get  a  copy  of  A-9  and 
so  far  have  not  been  able  to  get  it.  A-9  provides  for  making  a 
report  which  is  partly  food  and  partly  feed  products  and  we  do 
not  know  whether  the  product  that  we  sell  is  all  food  or  partly 
food  or  all  feed  and  partly  feed.  I  have  not  been  able  to  get  a 
copy  of  that  report,  yet  I  understand,  from  a  telegram  I  re- 
ceived today  from  Minneapolis,  that  the  particular  bureau  that 
asks  for  this  report  says  that  unless  the  report  is  made  out  and 
sent  forward  by  the  15th  of  May  our  license  will  be  revoked. 
I  do  not  know  how  authentic  that  is  but  that  is  likely  to  throw 
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some  fear  into  somebody,  at  any  rate.  How  can  we  make  out 
that  report  when  we  cannot  even  get  a  copy  of  Form  A-9?  How 
can  we  make  out  the  report  when  we  don't  know  what  it  is 
and  what  are  we  going  to  do?  We  are  perfectly  wilHng  to 
furnish  any  reports  that  can  reasonably  be  expected  from  us. 

H  these  zone  agents  who  are  at  the  present  time  familiar  with 
the  bookkeeping  element  of  their  own  particular  localities  will 
be  permitted  to  suggest  the  kind  of  a  report  and  how  it  ought 
to  be  filled  out  we  could  accomplish  the  purpose  of  the  Food 
Administration  and  there  would  be  no  question  about  sending  it 
out  and  furnishing  it  to  the  administration.  My  people  have 
been  working  nights  to  get  these  reports  out,  until  two  o'clock 
in  the  morning,  where  it  is  possible  to  get  them  out.  It  will  be 
very  difficult  to  get  them  out  until  we  have  conformed  our 
bookkeeping  methods  to  their  requirements. 

The  Chairman — Does  anybody  else  find  A-9  burdensome  and 
difficult  to  understand  ?  We  eliminate  consideration  of  the  forms 
COO  and  DOO  for  the  present.  We  are  going  to  discuss  those 
under  a  later  section. 

Mr.  EcKHARDT — In  fixing  up  the  reports  on  the  first  re- 
quests we  could  not  possibly  make  up  reports  to  cover  the 
particular  requests  made.  My  point  is  that  probably  very  few 
people  handle  their  books  in  such  a  way  that  their  expenses  and 
items  that  pertain  to  a  particular  kind  of  grain  can  be  given 
without  some  new  system  of  bookkeeping  being  adopted.  We 
figured  out  the  freight  charges  in  the  aggregate  and  what  sums  of 
money  were  collected  in  the  aggregate  for  the  various  kinds  of 
grain.  Several  kinds  of  grain  cannot  be  segregated.  The  fact 
is  that  in  any  single  office,  as  far  as  I  am  able  to  learn,  there  is 
no  system  by  which  the  different  stocks  of  grain  are  kept  sep- 
arate. It  would  probably  mean  an  entirely  different  method  of 
keeping  the  books  to  calculate  the  total  sum  paid  for  freight  and 
the  total  sum  advanced  or  the  total  moneys  collected  or  the  ex- 
penses involved  on  a  given  separate  account  of  grain  out  of  a 
total  handled  either  for  the  three  months'  period  or  the  aggre- 
gate period  for  the  year. 

The  Chairman — You  are  speaking  now  on  A-9? 

Mr.  Eckhardt — That  was  COO  where  we  attempted  to  make 
our  report.  Afterwards  we  got  a  letter  from  the  office  that  if 
we  could  not  make  up  that  report  we  were  to  make  an  application 
for  form  A-9. 
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The  Chairman — As  all  these  reports  include  coarse  grain, 
we  will  take  that  up  later  under  Section  V  and  see  if  we  cannot 
now  eliminate  discussion  of  item  7,  under  Section  I.  We  will 
pass  now  to  the  discussion  of  the  Grain  Corporation's  Reports. 
Is  there  any  criticism  on  them? 

Mr.  Wayne — I  think  it  advisable  to  cut  out  as  many  of 
those  reports  as  possible.  It  seems  to  cause  considerable  trouble 
among  the  grain  shippers  in  the  country.  We  have  an  instance 
in  Illinois  where  a  shipper  has  become  so  worried  about  making 
out  these  reports,  fearful  that  he  will  make  a  mistake  and  fearful 
that  he  will  subject  himself  to  a  penitentiary  offense,  that  he 
at  this  time  is  a  little  off  (laughter).  Gentlemen,  this  is  no 
joke;  this  is  a  serious  proposition.  This  matter  came  to  my 
attention  a  short  time  ago  and  the  man  is  actually  worrying 
himself  into  a  decline  because  he  does  not  think  he  can  make 
out  these  reports  properly.  I  state  this  as  it  came  to  me  and  it  is 
a  fact. 

Mr.  Price — I  don't  know  whether  my  friend  refers  to  me  or 
not  but  I  want  to  say  that  I  have  been  sick  and  played  out  trying 
to  make  out  these  reports.  The  requirements  of  the  report  will 
necessitate  our  putting  on  an  extra  bookkeeper,  which  we  will 
certainly  have  to  do,  and  that  notwithstanding  the  fact  that  he 
may  be  needed  in  the  trenches  by  the  Government.  It  necessi- 
tates our  paying  out  more  money  than  we  get  out  of  our  margins. 
It  is  wrong  to  load  these  things  on  to  us.  There  are  so  many 
of  them  that  we  can't  keep  track  of  them,  asking  us  about  our 
business  six  years  back  in  1912.  It  seems  to  me  the  Administra- 
tion certainly  could  postpone  that  until  after  the  war  because  it 
does  not  have  any  effect  on  winning  this  war.  I  can  keep  books 
fairly  well  myself.  As  an  illustration  of  the  difficulties  that  we 
labor  under  I  want  to  say  that  when  I  rendered  my  report  to  the 
Collector  of  the  Port  he  asked  me  about  this  yearly  report  and 
asked  me  who  made  it  out.  I  said  I  did.  Then  he  said,  who 
made  it  out  for  you?  I  said,  I  made  it  out  myself  or  had  it 
made  out  in  the  office.  He  thought  some  agency  had  made  it 
out  for  us.  He  said,  I  want  to  tell  you  that  is  the  most  complete 
report  that  ever  came  to  my  office  since  I  have  been  Collector, 
but  he  could  not  take  it  apart  and  put  it  down  on  that  blank  that 
comes  with  the  Income  Tax. 

We  cannot  change  our  system  of  bookkeeping  so  as  to  meet 
the  requirements  of  the  Government  system,  neither  can  we  put 
in  the  Government  system  of  bookkeeping  because  it  increases 
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our  work  and  we  have  not  the  help.  Therefore  I  am  here  with 
an  appeal  not  only  from  our  State  but  from  the  whole  Western 
section  and  the  various  associations  throughout  the  Western  sec- 
tion to  relieve  us  from  this  work. 

This  COO  is  required  four  times  a  year.  We  don't  get  a 
trial  balance  at  the  end  of  every  month  so  how  can  we  make  out 
a  definite  report?  Our  business  the  first  of  the  year  was  esti- 
mated, notwithstanding  we  had  an  auditor  make  our  annual 
report  and  trial  balance.  To  give  you  definite  information  on 
this  we  cannot  and  nobody  else  can. 

Mr.  Wayne — I  wish  to  state  that  I  did  not  have  reference  to 
Mr,  Price. 

Mr.  Clemons — Regarding  the  reports  I  would  like  to  say  this, 
and  I  think  every  grain  man  making  them  will  agree  with  me. 
The  only  trouble  I  ever  had  was  carrying  forward  and  deducting 
the  amount  of  wheat  now  on  hand  from  one  week  to  the  next 
that  belongs  to  the  other  fellow.  I  started  in  to  do  that  and  fol- 
lowed it  up  for  a  short  time  but  I  soon  saw  that  during  the  rush 
movement  of  grain  it  caused  me  such  a  great  amount  of  labor 
that  I  had  to  quit  it. 

In  the  first  place,  I  do  not  store  wheat  for  the  farmer  but  when 
Saturday  night  comes,  if  a  farmer  happens  to  be  delivering  a 
crop  to  me  that  is  unsettled  for  that  wheat  of  his  is  his  according 
to  these  reports.  I  simply  leave  that  out  of  the  report.  I  don't 
say  that  I  have  that  much  wheat  in  my  house  that  belongs  to 
somebody  else.  But  the  next  Monday  or  Tuesday,  when  he 
finishes  hauling  his  crop  and  when  I  pay  him,  then  it  is  put  in  as 
wheat  purchased  that  week.  While  I  have  tried  to  follow  the 
requirements  of  the  Administration  I  am  frank  to  confess  if  the 
Food  Administration  would  eliminate  that  feature  from  its  report 
it  would  help  the  grain  men. 

The  Chairman — Your  suggestion  is  that  the  weekly  report 
which  shows  grain  belonging  to  others  which  in  reality  belongs 
to  you  might  be  eliminated? 

Mr.  Wayne — Yes.  If  there  are  elevators  who  take  in  wheat 
and  collect  storage  from  the  farmers,  that  might  be  reported 
but  as  to  wheat  which  is  being  delivered  and  unsettled  for  and 
where  the  ownership  belongs  in  the  man  who  is  hauling  or  de- 
livering it  when  Saturday  night  comes  and  he  has  not  finished 
delivering  it,  I  have  not  given  a  report  of  that  because  I  have 
not  given  him  a  check.  I  have  not  reported  that.  When  I  give 
him  his  check  the  following  week  then  it  becomes  my  grain  and  1 
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report  it  as  of  that  week.  If  that  feature  could  be  eliminated  it 
would  help  the  grain  men  very  much.  Furthermore,  I  don't  be- 
lieve it  helps  you  any.  For  instance,  I  might  say  on  one  Satur- 
day night  that  I  have  1,000  bushels  that  belong  to  somebody  else. 
The  next  Saturday  night  that  would  be  eliminated  because  I  had 
settled  for  it  and  it  had  to  become  my  property  and  would  be 
listed  as  wheat  that  belonged  to  me.  In  other  words,  the  wheat 
that  on  my  previous  week's  report  was  reported  as  belonging  to 
some  one  else  had  now  ceased  to  belong  to  that  someone  else  and 
become  my  property.  The  Government  gets  the  benefit  of  the 
report  on  the  wheat  that  is  actually  in  the  elevator  and  that,  I 
presume,  is  what  it  wants  to  know. 

Mr.  DoRSEY — Mr.  Barnes  and  Gentlemen,  I  have  no  personal 
complaint  to  make  because  I  am  not  in  the  grain  business.  I  do 
not  have  any  reports  to  make.  But  I  sent  that  letter  to  our 
members  and  recjuested  them  to  make  any  suggestions  or  give 
any  concrete  or  constructive  information  that  they  could  think 
of  as  to  the  rules  or  how  they  might  be  amended  or  criticised, 
and  so  on.  A  great  many  were  replied  to,  or  a  large  number, 
and  their  uniform  request  was  to  endeavor  to  prevail  on  the 
administration  to  reduce  the  number  of  reports.  While  it  seems 
to  be  the  consensus  of  opinion  that  to  make  these  weekly  reports 
is  burdensome  and  it  also  seems  that  the  opinion  is  that  the  re- 
ports are  too  voluminous,  they  have  made  no  specific  complaints 
but  just  want  the  reports  reduced. 

The  Chairman — I  should  not  say  that  the  discussion  had 
developed  any  great  criticism  as  to  the  burden  imposed  in  fur- 
nishing to  the  Grain  Corporation  the  reports  required.  This  sug- 
gestion as  to  alterations  will  be  considered  carefully  and  we  will 
see  what  object  they  serve.  Are  you  satisfied  to  leave  Item 
No.  7  to  the  discretion  of  the  Grain  Corporation?  (Many  af- 
firmative responses.) 

It  is  now  five  minutes  of  six  o'clock.  Shall  we  attempt  an- 
other item  or  shall  we  adjourn  to  meet  at  eight  o'clock? 

Mr.  DoRSEY — I  move  that  we  adjourn  until  eight  o'clock. 

Mr.  Wayne — I  second  that  motion. 

Mr.  Mullen — I  would  like  to  offer  an  amendment  and  that 
is  that  we  adjourn  until  7:30  o'clock.     Let  us  compromise. 

Mr.  Clemons — I  second  the  motion  that  we  adjourn  until 
7:30  o'clock. 
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The  Chairman — The  question  is  on  the  amendment  to  the 
motion  which  is  to  the  effect  that  we  adjourn  until  7:30  o'clock. 
Those  in  favor?  Those  opposed?  It  would  seem  that  the  motion 
to  adjourn  until  7:30  is  carried.  We  will  now  take  an  adjourn- 
ment until  7:30  o'clock  this  evening. 

Conference  adjourned  until  7:30  P.  M.,  April  30,  1918. 


April  30th.  1918. 

7:30  P.  M. 
Conference  Resumed. 

The  Chairman — Gentlemen,  it  is  past  the  hour  we  set  for 
continuing  our  Conference.  We  will  start  on  Question  No.  8  of 
Sub-division  I. 

8.  Has  stabilized  price  reduced  hazards  of  business f  (Coun- 
try Dealer  Problems.) 

What  is  the  expression  of  the  country  dealers  as  to  whether 
a  stabiHzed  price  has  reduced  the  hazards  of  business? 

Mr.  Perrine — I  do  not  think  there  is  any  question  but  what 
the  stabilized  price  has  reduced  our  hazard  of  obligation.  A  man 
knows  before  he  buys  his  wheat  what  he  is  going  to  get  for  it. 
I  think  to  that  extent  it  has  made  the  handling  of  wheat  less 
hazardous  than  usual.  We  have  had  no  question  of  hedges  or 
best  market  to  consider  at  all.  It  has  been  a  proposition  of  just 
what  market  we  can  buy  from. 

The  Chairman — Then  there  is  a  very  perceptible  hazard  re- 
moved from  the  country  elevator  business  by  the  stabilized  price  ? 

,       Mr.  Perrine — Yes,  I  think  that  is  true. 

Another  Member — Profits,  too. 

The  Chairman — Has  any  other  country  dealer  any  expres- 
sion on  this? 

Mr.  Grammer — I  would  say  that  the  stabilized  price  has  re- 
duced the  hazard  to  a  minimum  and,  in  my  case,  it  has  produced 
more  golfing  days  and  more  sleep  than  any  crop  I  ever  handled. 

The  Chairman — Gentlemen,  are  you  satisfied  to  leave  Ques- 
tion No.  8  to  be  handled  in  the  discretion  of  the  Grain  Corpora- 
tion ?  It  seems  to  be  the  general  opinion  that  the  stabilized  price 
has  removed  at  least  an  appreciable  amount  of  hazard  from  the 
business  of  the  country  elevator,  anyway. 

We  will  go  to  Question  No.  9. 
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9.  Country  dealers  attitude  as  to  encourage  farm  marketings 
of  wheat.     (Country  Dealer  Problems.) 

Is  there  any  question  about  the  country  dealer  being  indis- 
posed to  encourage  his  customers'  marketing  of  wheat  from  the 
farm,  because  of  a  narrower  opportunity  under  present  condi- 
tions? Is  there  any  attitude  at  all  on  the  part  of  any  appreciable 
percentage  of  the  country  dealers  that  you  desire  to  express? 

Mr.  Sherw^ood — May  I  inquire  what  the  Chairman  means 
by  a  narrower  opportunity? 

The  Chairman — It  is  quite  evident  from  the  testimony  here 
today  that  the  general  feeling  of  country  dealers  is  that  without 
their  customary  hedging  and  storage  carrying  charges  that  they 
conceive  they  have  a  narrower  opportunity  under  our  rules.  In 
that  sense  I  was  using  that  expression.  If  you  don't  feel  that 
way  I  would  be  very  glad  to  have  an  expression  from  you. 

Mr.  Sherwood — I  will  say  that  is  not  my  experience  of  the 
past  two  months. 

The  Chairman — That  is,  you  are  quite  satisfied  with  the  op- 
portunity left  in  your  business  by  these  rules  and  policies? 

Mr.  Sherwood — We  have  suffered  particularly  on  account  of 
a  short  crop  but  not  on  account  of  the  Food  Administration's 
regulations  in  the  marketing  of  wheat. 

The  Chairman — Speaking  directly  to  the  question  now,  your 
attitude  has  not  been  to  discourage  the  marketing  of  wheat? 

Mr.  Sherwood — Certainly  not. 

Mr.  Clemons — In  behalf  of  our  country  grain  dealers  and 
thousands  I  have  talked  to  in  Conventions  and  other  places  I 
believe  that  I  may  safely  say  that  every  one  has  manifested  an 
attitude  of  wanting  to  hustle  wheat  to  the  market. 

The  Chairman — May  we  fairly  conclude  that  is  the  attitude 
of  the  country  dealers?     (No  response.) 

10.  Has  the  country  dealer  earned  fair  return  during  the  past 
year?     {Country  Dealer  Problems. ^ 

We  will  now  take  up  Question  No.  10.  And  qualify  that, 
if  not,  was  it  due  to  poor  crop  return?  Or  in  what  respect  was 
limiting  of  opportunity  due  to  Food  Administration  rules? 

Mr.  Price — I  was  confirmed  in  my  judgment  last  year  that 
some  of  the  rules  would  work  a  hardship,  but  we  do  not  hold 
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that  against  anybody.  We  dropped  about  $12,000  on  the  move- 
ment of  wheat,  but  we  did  not  lose  money  on  the  movement 
of  the  whole  wheat  crop.  That  is  because  the  price  fixing 
came  in  the  middle  of  the  movement.     We  had  the  wheat. 

I  did  not  intend  to  start  anything  like  this,  but  to  explain 
it  to  you  I  will  say  that  we  had  this  wheat  bought  and  a 
good  bit  of  it  was  in  transit.  All  of  a  sudden  the  mills  went 
out  of  the  market  and  the  farmers  wanted  to  press  their  wheat 
in  and  we  were  a  month  late.  They  were  crying  to  get  their  crop 
off  their  hands  to  get  in  the  new  crop  on  account  of  the  late- 
ness of  the  season,  so  we  decided  to  take  the  wheat.  We  did 
not  think  the  price  would  be  reduced.  The  price  was  reduced 
for  reasons  which  evidently  were  right.  We  are  not  complain- 
ing. But  you  asked  the  question,  did  anybody  lose?  We  did 
lose  $12,000. 

The  Chairman — I  think  you  ought  to  qualify  that  because 
those  losses  took  place  during  August  and  July  when  there  was 
nothing  to  guide  ourselves  by.     I  mean  under  our  operation. 

Mr.  Price — No,  not  after  this  operation  was  put  in  effect. 
That  was  all  right. 

Mr.  Smith — There  were  several  severe  losses  taken  in  our 
country  by  people  willing  to  back  their  judgment  on  the  ad- 
ministration not  fixing  the  price  of  wheat.  Had  the  price 
fixing  been  made  a  little  earlier  it  would  have  stopped  a  few 
of  those  losses.  But  I  think  every  one  is  about  ready  to  accept 
his  loss  and  the  country  elevator  in  our  territory  has  certainly 
had  the  best  of  it  under  your  regulations  and  the  direction  of 
his  wheat  for  the  past  six  months  or  more. 

The  Chairman — You  think  it  has  at  least  offered  a  fair 
i;eturn  ? 

Mr.  Smith — To  the  man  who  owned  a  country  elevator, 
yes,  but  not  to  a  storage  elevator  at  the  interior  point. 

Mr.  Derby — On  account  of  competition,  the  mills,  after  sign- 
ing the  agreement  with  the  Government,  lost  money.  But  the 
year's  business  was  very  profitable.     We  handled  grain. 

The  Chairman — Where  are  your  points? 

Mr.  Derby — Kansas  and  Nebraska. 

Mr.  Clark — That  was  the  point  I  was  going  to  ask,  whether 
they  were  speaking  as  to  wheat  or  combined  business  of  wheat 
and  coarse  grain? 
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The  Chairman — They  mean  as  a  whole,  and  yet  I  will  be 
very  glad  if  the  explanations  carry  out  the  different  features 
of  one. 

Mr.  Clark — Our  stations  made  very  little  money. 

The  Chairman^ — Let  me  ask  you  again,  do  you  feel  that 
the  wheat  disappointing  return  was  partly  due  to  poor  yield? 

Mr.  Clark — To  poor  yield,  and,  more  particularly,  to  the 
small  volume. 

The  Chairman — I  do  not  want  to  put  you  in  the  attitude 
of  admitting  something  that  seems  to  excuse  any  regulation 
of  ours  that  limited  your  opportunities.  I  just  want  what  your 
actual  experience  has  been. 

Mr.  Clark — I  think  the  earnings  on  wheat  have  been  pretty 
light.  We  had  three  stations  on  wheat  exclusively  that  handled 
about  20,000  bushels,  three  of  them.  I  think  they  show  a  net  of 
$3,500. 

Mr.  Van  Dusen — We  do  not  close  our  year's  work  until 
July  or  August,  so  that  I  think  that  any  figures  made  up  are  more 
or  less  an  estimate,  but  I  think  I  can  safely  say  that  any  of  the 
larger  line  elevator  companies  that  made  any  money  in  the 
Northwest  made  it  through  being  forced  to  speculate  on  the 
coarse  grains.  Their  wheat  earnings  were  very  light,  partly  be- 
cause the  crop  was  light,  but  partly  because  of  the  expense  they 
were  forced  to  in  carrying  this  grain,  because  they  could  not 
get  it  shipped.  They  were  helped  out  because  of  the  very  un- 
usual advance  on  coarse  grains  and  which  they  may  have  had 
in  their  houses  and  w^hich  they  could  not  get  shipped  before. 

Mr.  Perrine — In  the  territory  that  I  am  more  familiar  with, 
Illinois  and  Southern  Iowa  and  Missouri,  the  short  crop,  of 
course,  cuts  down  our  earnings ;  but  the  fact  that  we  were  work- 
ing on  a  stabilized  price  forced  us  to  buying  wheat  on  a  narrower 
margin  than  we  normally  bought  it,  because  the  farmers  in 
several  instances  in  those  three  stations,  who  had  a  number  of 
stations,  started  shipping  wheat  themselves.  As  soon  as  one 
farmer  did  that  it  became  common  knowledge  as  to  just  what 
the  net  result  was  in  shipping  wheat  on  the  stabilized  price.  So 
we  were  forced  to  handle  wheat  on  a  smaller  margin  than  we 
normally  would.  The  transportation  situation  also  forced  us  to 
carry  wheat  longer  and  reduced  the  profit  accordingly. 
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Mr.  Miller — Our  experience,  I  think,  has  been  simitar  to 
that  of  the  gentleman  from  the  northwest.  We  have  not  closed 
our  books  yet,  and  will  not  do  so  until  about  the  1st  of  July,  but 
I  am  satisfied  that  our  wheat  earnings  will  show  us  a  loss  because 
we  are  not  able  to  operate  on  the  basis  that  Mr.  Mullen  is  able 
to  operate  his  houses.  We  cannot  handle  wheat  on  that  basis. 
While  we,  like  some  of  the  other  gentlemen,  have  been  able  to 
make  some  margin  on  the  coarse  grains,  although  our  crop  was 
limited  and  the  quantity  we  were  able  to  handle  has  been  much 
smaller  than  previous  years,  it  is  going  to  help  us  out.  But  we 
do  not  hope  to  do  better  than  to  get  out  about  even  on  the  season's 
business. 

Mr.  Mullen — That  is  bound  to  occur  in  war  times. 

Mr.  Sager — In  the  section  of  the  country  where  our  elevators 
are  located  mainly,  on  the  Burlington  &  Illinois  Central,  I  think 
most  of  our  neighbors  perhaps  in  the  handling  of  wheat  have  made 
very  moderate  profits,  indeed,  but  that  was  due  in  a  measure  to 
their  lack  of  familiarity  with  the  new  grading  which  calls  for 
dockage.  Never  prior  to  this  year  have  winter  wheat  dealers  had 
to  allow  a  dockage,  and  they  generally  bought  wheat  from  farmers 
without  realizing  how  much  that  amounted  to  with  wheat  better 
than  $2  a  bushel,  so  they  ran  into  some  losses  on  that  account. 
They  were  also  handicapped,  in  a  way,  in  getting  wheat  forward 
rapidly  by  reason  of  the  short  car  supplies,  and  on  $2  wheat  the 
interest  charges  mount  up  more  rapidly  than  most  had  figured 
on,  so  that  the  net  profit  on  the  operation  so  far  as  wheat  is  con- 
cerned I  think  has  not  been  very  satisfactory.  But  they  are,  of 
course,  now  more  familiar  with  the  grading  and  dockage  system 
and  perhaps  are  in  a  better  position  to  figure  closely  on  another 
crop  campaign. 

But  as  to  the  general  net  results  of  the  year's  operations.  I 
think  it  has  been  in  the  main  quite  decidedly  satisfactory  to  those 
of  the  country  elevator  operators  with  whom  I  am  acquainted, 
and  I  know  it  is  at  our  own  station.  Corn  has  been  bought  on  a 
much  larger  margin,  due  to  risk  assumed  on  account  of  the  con- 
dition and  quality  of  the  corn,  and  yet  the  market,  much  to  their 
surprise,  has  taken  their  corn  at  better  prices  than  anticipated, 
and  that  has  resulted  in  very  handsome  profits  in  the  handling 
of  the  corn  by  country  dealers  in  most  cases.  So  I  think  that  the 
net  results  for  the  year  are  fairly  satisfactory. 

Mr.  Gordon — I  am  not  in  the  shipping  business  but  I  am  in 
the  consignment  business.     As  a  consequence  I  come  in  contact 
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with  a  great  many  country  shippers,  and  I  have  heard  a  great 
deal  of  complaint  from  shippers  in  reference  to  wheat  because 
the  fanners  are  so  well  posted  they  did  not  give  the  dealers  a 
chance  to  make  anything  on  wheat.  The  farmers  would  load  up 
a  car  and  ship  it  out  themselves  and  therefore  the  dealers  were 
deprived  of  that  profit  to  which  they  were  entitled.  But,  on  the 
other  hand,  they  made  handsome  profits  on  corn  and  oats,  and, 
1  think,  as  a  whole,  they  are  satisfied,  but  not  on  the  wheat 
proposition. 

The  Chairman — Mr.  Shorthill,  what  is  your  expression? 

Mr.  Shorthill — I  have  heard  of  one  operator  who  made  a 
very  handsome  profit  on  wheat  after  the  Government  regulation 
was  put  in  effect  because  he  began  buying  it  on  the  basis  of 
yellow  and  shipping  it  into  the  market,  and  it  was  graded  on  the 
same  basis,  but  later  graded  and  put  in  the  dark  class.  And  he 
continued  to  buy  because  he  did  not  want  to  change  the  basis  on 
which  he  bought  from  the  farmers,  so  he  got  the  advantage  of 
any  change  of  the  grade.  He  made  a  nice  profit  out  of  the  wheat 
business. 

But,  Mr.  Chairman,  as  a  rule  I  think  the  elevator  operator 
with  an  average  volume  of  business  has  not  had  very  large  profits 
since  the  Grain  Corporation  took  charge  of  the  handling  of 
wheat.  Most  of  the  profits  that  were  made  were  made  prior  to 
that  time  in  the  wheat  business. 

The  Chairman — Most  of  your  elevators  operate  in  Nebraska? 

Mr.  Shorthill — In  Nebraska  and  Kansas,  Iowa,  Illinois, 
Minnesota  and  the  Dakotas,  and  in  Indiana  and  Ohio. 

The  Chairman — Is  there  any  question,  as  a  whole,  consider- 
ing their  income  from  all  grains  but  that  they  have  had  a  fairly 
satisfactory  year? 

Mr.  Shorthill — Yes,  they  have  had  a  satisfactory  year  as 
an  entire  business.  I  think  the  greatest  complaint  any  of  them 
has  had  has  been  due  to  unfair  competition,  as  they  term  it, 
coming  largely  from  mills  and  some  from  some  other  grain 
dealers. 

The  Chairman — The  impression  I  get  from  the  expressions 
here  is,  regardless  of  whether  the  earnings  were  from  wheat,  it 
seems  quite  sure  that  much  of  the  opportunity  in  wheat  was 
limited  partly  by  poor  crop,  but  as  a  result  the  country  elevator's 
business  has  been  quite  satisfactory  for  this  year.    Am  I  wrong? 
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Mr.  Van  Dusen — I  don't  think  I  want  you  to  get  that  im- 
pression from  what  I  said,  because  any  profit  that  is  made  through 
speculation  should  not  be  considered  in  that  way  as  a  legitimate 
result  of  the  opportunities  of  our  business,  and  that  is  where 
profits  were  made  in  the  northwest  that  were  made  by  country 
elevators.    Such  profits  are  not  satisfactory  profits. 

Mr.  Shorthill — Referring  to  the  entire  year  1917,  the 
profits  that  were  enjoyed  by  the  country  elevators  for  that  year 
in  most  of  this  territory  I  think  could  be  rather  accurately  de- 
fined by  the  use  of  the  word  enormous.  The  profits  have  been 
very  large  doing  business  as  a  whole. 

The  Chairman — You  mean  for  the  calendar  year? 

Mr.  Shorthill — For  the  calendar  year. 

The  Chairman — I  am  speaking  of  the  crop  year  from  July 
1st. 

A  Member — I  have  in  mind  one  co-operative  elevator  that 
made  $17,000  on  a  $12,000  capitalization.  That  was  not  a  nor- 
mal profit,  however,  but  was  due  simply  to  the  lucky  holding 
of  stock  they  could  not  get  rid  of  on  account  of  the  car  supply. 

The  Chairman — And  to  that  extent  the  result  was  not  un- 
satisfactory. 

Mr.  Sutton — Speaking  for  the  dealers  of  the  Pacific  North- 
west, your  conclusions  are  entirely  correct  so  far  as  we  are 
concerned.  Dealers  out  there  are  entirely  satisfied  with  the  way 
the  Administration  has  carried  out  its  ideas  and  rules  and  regu- 
lations. As  has  been  stated,  the  coarse  grains  have  taken  care 
of  any  small  loss  on  wheat  at  the  different  stations  or  in  differ- 
ent sections. 

The  Chairman — It  is  not  quite  fair  to  separate  the  coarse 
grains  from  wheat  entirely  because  one  of  the  policies  we  dis- 
cussed in  Washington  and  finally  formulated  for  your  approval 
and  discussion  August  15  last  was  that  we  would  try  to  main- 
tain the  field  of  independent  commercial  initiative  in  coarse 
grains  and  would  look  to  them  to  make  up  somewhat  the  loss  of 
profits  in  ordinary  wheat  sales. 

Mr.  Wells — The  profit  in  handling  coarse  grain  has  been 
unusually  fortunate.  Ordinarily  we  have  a  soft  spell  in  January 
which  did  not  appear  this  year.  The  corn  throughout  the  corn 
belt  is  generally  heavy  with  moisture.  Had  there  been  wann 
weather  in  January  the  country  dealers  would  have  experienced 
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some  very  severe  losses,  which  would  have  been  worse  during  the 
last  few  weeks.  We  have  had  dealers  in  Idaho  that  have  had 
enormous  losses  during  the  last  few  weeks.  A  dealer  who  came  to 
mv  office  not  long  ago  lost  $1,800  on  two  cars  of  corn  and  any 
number  of  them  have  lost  several  hundred  dollars  on  cars  be- 
cause of  heating,  because  of  weather  conditions.  This  same 
weather  condition  might  have  occurred  in  January.  The  deal- 
ers, fearing  that  situation,  have  been  very  conservative,  so  the 
profits  they  have  earned  from  corn  have  come  very  largely  on 
that  account. 

Mr.  Price — We  have  not  had  any  corn  in  our  elevators.  It 
is  not  a  safe  proposition  to  handle  it.  We  were  35  days  at  one 
time  with  one  elevator  where  we  could  not  get  a  car  and  every- 
body else  trying  to  get  a  car.  You  could  not  buy  under  those 
conditions.  We  are  not  handling  corn  and  are  not  buying  or 
selling  this  year's  crop. 

The  Chairman — Gentlemen,  are  you  satisfied  to  leave  this 
point  with  us? 

Mr.  Mullen — We  have  quite  a  few  elevators  down 
there  and  did  not  operate  one  of  them  at  all.     We  lost  money. 

The  Chairman — What  about  your  country  elevators,  as  a 
whole  ? 

Mr.  Mullen — In  Kansas? 

The  Chairman — No,  as  a  whole  ever^'where. 

Mr.  Mullen — We  came  out  all  right.  But,  of  course,  you 
must  take  this  into  consideration :  on  account  of  the  change  in  the 
zones  we  were  required  to  ship  out  wheat  from  a  particular 
zone  and  as  a  consequence  we  had  to  carry  a  large  amount  on 
storage.  And  carrying  that  large  amount  of  wheat,  as  we  did, 
then  came  on  this  3  per  cent,  on  freight  which  amounted  to  one 
cent  a  bushel.  It  counts  up  pretty  fast.  Where  you  have  to 
pay  60  cents  a  hundred  dollars  exchange,  that  is  well  onto  two 
cents  a  hundred  pounds  wheat.  Of  course,  every  one  that  held 
wheat  had  to  stand  an  additional  loss.  Otherwise,  I  think  we  will 
come  out  all  right. 

Mr.  Robinson — Ninety  per  cent,  of  this  is  wheat  handlings 
In  other  words,  90  per  cent,  of  our  business  is  wheat.  While 
we  have  not  been  able  to  close  our  books.  I  am  quite  satisfied 
that  our  wheat  business  will  net  us  a  loss  for  the  1917  crop ;  in 
fact,  I  am  positive  that  it  will.     As  we  handle  but  very  little 
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oats  and  barley,  I  think  we  will  come  out  in  the  "  red  "  on  this 
year's  business. 

The  Chairman — Did  you  operate  in  a  short  crop  section? 

Mr.  Robinson — No.  While  we  operate  in  some  short  crop 
sections,  our  average,  our  total  amount  of  wheat,  was  a  little 
more  than  we  handled  last  year.  Of  course,  we  had  the  dockage 
and  also  the  war  tax  and  that  amounted  to  quite  a  good  deal  of 
money.  But  I  am  positive  when  we  get  our  books  closed  we  will 
show  a  loss  on  our  wheat  business. 

The  Chairman — Mr.  Perrine,  let  me  clear  up  a  point.  When 
you  spoke  of  the  farmers  forcing  you  to  buy  on  a  narrow  mar- 
gin of  profit,  you  meant  that  was  because  the  fanner  made  direct 
shipments  and  you  meant  direct  shipments  to  any  commission 
house  ? 

Mr.  Perrine — Yes,  he  shipped  to  his  nearest  market. 

II.  Terminal  Problems. 

1.  Elevators. 

Mr.  Smith — I  attended  two  meetings  yesterday  and  there 
was  a  great  deal  of  discussion  about  what  constituted  a  ter- 
minal elevator,  and  the  terminal  problem  was  one  that  was  not 
quite  solved  at  midnight  last  night.  I  have  a  little  feeling  that 
I  am  located  at  a  terminal  point  which  has  not  been  recognized 
fully  and  I  would  like  to  have  the  Chairman  give  us  his  idea  of 
what  a  terminal  elevator  is. 

The  Chairman — I  think  a  fair  definition  of  a  terminal 
elevator  as  distinct  from  a  country  elevator  is  an  elevator  that 
receives  its  grain  entirely  by  car  or  by  boat. 

Mr.  Smith — That  is  a  very  satisfactory  definition  of  the 
term  to  me. 

The  Chairman — That  is  not  a  terminal  point,  but  a  terminal 
elevator. 

Mr.  Smith — I  understand  that.  I  have  tried  to  refrain  from 
any  discussion  of  the  country  elevator  troubles. 

The  Chairman — Speaking  to  Clause  a  under  the  general 
head  Terminal  Elevators  and  the  sub-head  of  elevators,  that  is 
the  published  scale  of  charges  for  service  at  all  points.  What  I 
want  to  try  out  is  whether  there  is  any  feeling  that  those 
schedules  as  now  published  and  in  effect  are  inadequate? 
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Mr.  Smith — I  will  have  my  little  say  and  get  through. 
Quite  recently  the  Oat  Supply  Committee  made  a  contract  with 
storage  elevators,  whether  terminals  or  otherwise,  that  is  quite 
satisfactory,  and  I  believe  that  the  scale  is  a  little  higher  than  the 
contract  you  sent  out  to  the  storage  elevators  for  signatures.  I 
would  state  that  the  scale  of  charges  for  service  as  oflFered  by  the 
Grain  Corporation  is  not  quite  satisfactory. 

The  Chairman — I  am  speaking  now,  Mr.  Smith,  directly  to 
the  published  tariff  of  those  elevators  themselves. 

Mr.  Smith — Oh !  W  ell,  1  have  a  published  taritT  of  my  own 
that  I  think  is  quite  satisfactory  to  me.  I  will  let  the  others 
speak  for  themselves.    That  is  on  file  in  your  office. 

Mr.  Pierce — Answering  on  that  question  for  Chicago  I  can 
say  truly  that  the  charges  for  public  storage  there  have  never 
been  adequate  based  on  the  amount  of  business  that  comes 
naturally  to  those  elevators.  We  are  never  able  to  use  our  public 
elevators  to  anywhere  near  maximum  capacity,  unless  by  mer- 
chandising grain  and  putting  it  in  the  houses  ourselves.  If  the 
charges  have  not  been  sufficient  in  the  past  they  certainly  are  not 
at  present,  for  while  our  labor  scale  has  advanced  materially  with- 
in the  last  twelve  months,  even  with  this  advance  we  are  not  able 
to  secure  a  sufficient  amount  of  help,  and  when  I  left  Chicago 
the  concern  with  which  I  am  connected  at  a  conference  of  its 
officers  to  see  whether  we  would  at  this  time  advance  voluntarily 
wages  of  employees  to  secure  enough  from  competitive  manu- 
facturers in  the  districts  where  our  elevators  are  located  dis- 
cussed that  problem,  and  also  whether  we  would  wait  for  the 
future.  So  I  think  it  is  fair  to  say  that  those  charges  are  not  at 
the  present  time  equal  to  what  they  should  be,  but  we  are  com- 
pelled under  the  Illinois  Law  to  advertise  on  the  1st  of  January 
our  maximum  charges  for  the  preceding  year,  and  they  are  in 
that  respect  invariably  fixed  for  the  next  year  to  the  1st  of 
January,  1919. 

The  Chairman — You  mean  that  you  have  to  stimulate  th6 
movement  of  grain  through  those  elevators  by  merchandising? 

Mr.  Pierce — Yes. 

Mr.  Hall — I  do  not  know  where  public  elevator  charges  are 
lis  low  as  in  the  southwest,  and  especially  Kansas  City.  They 
are  practically  one-half  of  what  they  are  in  the  Far  West,  and 
imless  we  can  get  a  volume  of  business  it  is  impossible  to  operate 
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our  elevators  on  that  basis  of  charges  profitably.  I  want  to  go 
on  record  here  as  stating  that  charges  at  Kansas  City  are  abso- 
lutely too  low  to  justify  the  handling  of  grain,  unless  we  are 
permitted  as  elevator  men  to  accumulate  and  carry  on  storage 
and  increase  our  volume  of  business  as  grain  merchants. 

Mr.  Clark — I  think  that  is  true  of  St.  Louis.  The  same 
situation  is  true  there. 

Mr.  Sherwood — It  occurs  to  me  that  if  the  right  were  taken 
away  from  the  terminal  elevators  to  buy  and  mix,  they  would 
find  it  impossible  to  handle  grain  on  the  present  margin  and  there 
would  be  fewer  buyers  in  the  market  and  less  facilities  for 
marketing  wheat.  Under  normal  conditions  of  the  past  it  seems 
they  served  a  very  valuable  purpose,  I  hope  with  profit  to  them- 
selves, to  the  farmer  and  to  the  country  elevator  man.  Should 
we  have  a  large  crop  this  year  it  would  seem  to  me  very  unwise 
to  consider  for  a  moment  cutting  them  out  of  that  business,  and 
I  look  at  it  strictly  from  a  country  viewpoint. 

Mr.  LiNDERHOLM — About  a  year  ago  we  changed  our  rules 
down  there,  making  the  rate  one  cent  for  the  first  ten  days  and 
one-thirtieth  of  a  cent  for  additional  time.  But  so  many  things 
have  entered  into  the  cost  since  that  time  that  I  think  those  rates 
should  be  materially  increased  at  least  25  per  cent. 

On  top  of  that  I  would  like  to  go  on  record  here  as  saying 
that  Omaha  or  Kansas  City  or  any  of  those  terminals  should  be 
put  on  a  parity.  I  do  not  know  why  any  market  in  the  Middle 
West  or  the  West  should  have  any  more  for  doing  the  same 
service  than  any  other  market,  I  think  about  one  and  one-half 
cents  for  fifteen  days  to  cover  storage  and  loading  out  and  one- 
twenty-fifth  of  a  cent  per  day  storage  after  that  would  be  about 
the  right  compensation  for  the  coming  crop. 

Mr.  Mitchell — The  difficulty  as  to  a  proper  or  suitable 
charge  for  storage  varies  in  different  parts  of  the  country.  I 
do  not  know  that  we  are  competent  to  say  what  should  be  done. 
I  do  not  know  that  we  should  come  here  and  ask  you  to  pass  on 
any  special  list  of  charges  for  any  special  section.  At  the  same 
time  we  have  felt  the  high  cost  of  living  and  wages  and  in  some 
cases  advances  have  been  made  in  the  past  year  and  I  think 
more  will  be  necessary  in  some  sections.  What  we  want  and 
can  fairly  ask  for  is  governed  by  something  like  this,  that  the 
Wheat  Corporation  will  base  such  reasonable  advances  in  ele- 
vator and  storage  rates  as  seem  likely  to  be  necessitated  in  some 
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localities  by  the  increased  cost  of  operation,  and  further  that  the 
Government  will  pay  the  going  published  rates.  I  do  not  know 
that  we  can  ask  you  to  go  any  further  than  that  and  I  offer 
that  as  a  motion.     (Motion  seconded.) 

The  Chairman — I  have  no  choice  but  to  put  such  motion 
as  you  may  want  or  make,  but  do  you  want  to  go  on  record 
here?    We  are  here  for  conference. 

Mr.  Mitchell — I  simply  wish  to  say  that  it  seems  to  me  it 
is  the  general  idea  that  we  cannot  lay  down  certain  specified 
rates  and  ask  whether  they  are  exactly  fair  or  not.  We  have  felt 
that  the  high  cost  of  living  has  justified  an  increase  in  the  labor 
cost  and  we  believe  that  a  request  for  an  adjustment  not  un- 
reasonable will  not  be  opposed  by  you. 

The  Chairman — I  think  I  can  make  that  assurance. 

Mr.  Mitchell — I  am  quite  satisfied. 

Mr.  Searle — I  think  it  is  customary  in  most  terminal  mar- 
kets, in  fact  I  think  it  is  required,  that  the  terminal  charges  be 
published  each  year.  That  is  so  in  the  Northwest  and  in  Chi- 
cago, and  most  other  States  require  it.  It  is  reasonable  to  sup- 
pose that  the  published  rate  is  not  more  than  can  be  justified 
because  the  proper  body  to  whom  the  rate  must  be  presented 
for  approval  usually  or  should  pass  upon  it  before  it  becomes 
effective.  So  it  seems  to  me  only  fair  to  assume  that  the  regu- 
lar published  rates  at  the  different  terminal  markets  are  fair  rates 
and  should  be  paid. 

Mr.  Pierce — Under  the  Illinois  Warehouse  Law  we  are  al- 
lowed one  and  one-half  per  cent,  as  the  maximum  charge,  I 
seconded  Mr.  Mitchell's  motion  and  I  feel  very  well  satisfied  to 
stand  by  that  second. 

The  Chairman — I  understood  Mr.  Mitchell  withdrew  that 
motion. 

Mr.  Mitchell — I  do  not  ask  that  the  motion  be  put. 

Mr.  Hall — The  conditions  in  St.  Louis  are  a  little  different 
from  some  of  the  other  sections,  as  far  as  the  rate  we  are 
operating  under  at  the  present  time  is  concerned.  It  is  not 
our  published  rate ;  it  is  somewhat  lower  than  the  published  rate. 
The  volume  of  business  we  have  handled  there  during  the  last 
year  has  been  very  small  and  none  of  the  elevators  have  been 
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making  anything  like  their  expenses  on  their  wheat  business. 
Since  that  rate  was  adopted  we  have  had  one  or  two  labor  ad- 
vances and  we  have  very  heavily  increased  our  watchman  ser- 
vice. Our  other  expenses  have  been  very  greatly  increased  and 
we  have  another  labor  advance  to  meet  immediately.  I  think  we 
would  want  to  consider  proposing  a  slight  advance,  enough  tQ 
take  care  of  the  other  expenses. 

Mr.  Smith — Among  some  of  our  other  troubles,  I  happened 
to  be  President  of  an  Elevator  Company  in  St.  Joseph,  and  we 
are  confronted  at  this  time  with  an  increase  in  the  labor  cost  and 
with  an  increase  in  the  cost  of  coal  and  a  very  material  increase 
for  the  electric  power  that  we  use,  the  Public  Utilities  commis- 
sion of  the  State  of  Missouri  having  allowed  our  Power  Com- 
pany practically  a  60  per  cent,  increase  in  the  price  of  their 
power,  so  we  are  confronted  with  additional  expense  in  operat- 
ing our  elevators.  It  would  be  somewhat  reassuring  if  we  had 
the  assurance  of  a  small  advance  by  the  Food  Administration. 

Our  rate  now  is  three-quarters  of  a  cent  for  storage  and 
three-eighths  of  a  cent  for  elevation,  and  it  happens  to  be  a  house 
that  works  pretty  full,  that  is,  there  are  several  grain  men  inter- 
ested in  it.     It  is  a  simple  warehouse  proposition. 

The  Chairman — I  would  like  to  ask  some  of  you  repre- 
sentative elevator  men  a  question.  I  will  ask  you,  Mr.  Hall, 
first  whether  a  larger  crop  on  your  present  schedule  would  not 
adequately  meet  all  expenses  and  furnish  you  with  proper  earn- 
ings? 

Mr.  Hall — If  we  were  to  operate  to  full  capacity  and  get  a 
reasonable  return,  of  course,  provided  we  get  the  wheat.  We 
have  had  a  similar  experience  to  that  Mr.  Pierce  related  a  while 
ago  and  we  have  never  been  able  to  get  any  grain  to  put  in  our 
elevators  except  as  we  forced  it  in  that  way  and  we  had  to  resort 
to  merchandising  to  get  our  profit. 

The  Chairman — The  present  outlook  in  your  territory,  as 
you  see  it,  is > rather  reassuring? 

Mr.  Hall — Quite  favorable. 

The  Chairman — Mr.  Pierce,  what  do  you  think? 

Mr.  Pierce — I  think  it  is  fair  to  state  that  if  we  secure  a 
crop  as  high  as  850,000,000  bushels,  for  which  I  think  there  is 
a  fair  promise  to-day,  judging  from  what  I  am  reliably  told  re- 
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garding  the  spring  crop,  that  even  at  Chicago  the  Government 
might  accumulate  a  sufficient  amount  of  wheat  in  the  public  ele- 
vators to  make  them  possibly  break  even,  but  I  don't  think  any 
more  than  that.  Of  course,  it  depends  somewhat  upon  any 
readjustments  that  may  come,  or  any  adjustments  that  may 
come,  rather,  as  regards  the  relative  prices  which  the  Govern- 
ment through  its  agents  may  pay  at  Chicago  for  wheat.  Of 
course,  Chicago  as  it  stands  to-day  if  the  minimum  prices  should 
become  the  maximum  prices  or  the  maximum  prices  should  be- 
come established,  between  which  there  was  some  relation  as 
regards  the  difference  as  it  is  at  present  between  the  minimum 
and  maximum  at  Chicago  then  Chicago  would  not  secure  what 
she  is  fairly  entitled  to  as  regards  the  stock  of  wheat.  For  ex- 
ample, as  between  Minneapolis  and  Chicago  there  is  but  a  three 
cent  diflFerential  while  the  freight  differential  for  most  of  the 
territory  will  be  seven  and  one-half  cents.  There  is  a  large 
amount  of  territory  from  which  Chicago  is  rigidly  excluded  by 
inability  to  get  grain  to  Chicago  by  any  better  than  the  local  rates 
from  Minneapolis  to  Chicago.  Then  when  we  turn  to  the  South- 
west and  West  we  find  Omaha  and  Kansas  City  with  a  five  cent 
diflFerential.     I  think,  perhaps,  I  am  anticipating  so  I  will  stop. 

But  in  a  general  way  I  would  say  if  Chicago  was  put  on  a 
fairly  competitive  basis,  so  far  as  ability  to  draw  wheat  is  con- 
cerned, under  whatever  stabilized  price  may  be  created,  T  think 
we  should  be  able  if  we  get  a  crop  as  large  as  850,000,000  bushels 
to  secure  enough  wheat  for  our  public  storage  to  make  the 
houses  fairly  remunerative,  even  at  the  present  rate. 

The  Chairman — How  about  Kansas  City,  Mr.  Hall? 

Mr.  Hall — Kansas  City  is  located  in  a  section  where 
our  wheat  will  begin  to  move  earlier  than  most  of  the 
crops  and  I  presume  you  will  draw  largely  from  the  South- 
west to  supply  your  export  and  milling  demand  in  the  North- 
west, so  I  look  in  the  next  few  months  for  a  very  large  movement 
of  wheat  and  probably  a  large  portion  of  the  surplus  will  move 
out  during  that  time,  if  transportation  facilities  are  furnished. 
If  we  can  accumulate  a  stock  after  that  period  and  have  a  suffi- 
cient stock  to  carry  we  can  probably  pull  through  and  come  oiit 
a  little  ahead  of  the  game  on  the  storage  proposition,  if  we  are 
permitted  to  operate  our  elevators  not  only  as  public  elevators 
but  as  private  elevators,  with  our  taking  that  volume  of  business 
that  we  pushed  to  them. 
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The  Chairman — I  understand  that  the  Minneapolis  group, 
with  a  scale  of  one  and  one-half  cents,  have  no  suggestion  as  to 
the  need  of  an  advance  if  they  have  the  volume? 

Mr.  Searle — I  think  no  advance  is  contemplated,  at  least  I 
have  heard  no  suggestion  to  that  eflfect. 

The  Chairman — What  about  Clause  b? 

b.  In  what  respect  7vas  limiting  of  opportunity  due  to  Food 
Administration  Rules f  (Under  No.  10,  Country  Dealer  Prob- 
lems.) 

Mr.  Smith — Before  we  proceed  to  Clause  b,  I  do  not  think  it 
is  an  unfair  question  to  ask  why  that  question  is  asked  at  this 
time.  I  do  not  hesitate  in  the  least  to  debate  the  question,  but 
what  I  would  like  to  know  is,  so  as  to  be  able  to  answer  intel- 
ligently, why  that  question  is  pertinent  to  the  Food  Administra- 
tion? 

The  Chairman — What  I  w^ant  to  draw  out  is  the  opinion  of 
the  elevator  operators  as  to  whether  elevators  should  operate 
solely  as  public  facilities  or  whether  it  is  partially  necessary  to 
stimulate  the  business  of  such  elevators  under  the  present  sched- 
ule and  crop  shortage  by  permitting  them  to  do  any  merchan- 
dising? 

Mr.  Smith — Again  may  I  ask  what  has  that  got  to  do  witk 
the  Food  Administration? 

The  Chairman — Put  it  on  any  ground  you  want,  just  curios- 
ity, but  I  would  like  it  in  the  record. 

Mr.  Smith — All  right,  we  will  just  answer  it  on  that  basis. 

The  Chairman — All  right. 

Mr.  Searle — It  seems  to  me  that  all  we  need  to  do  to  answer 
that  question  is  to  take  past  experience.  Twenty  years  ago, 
when  public  elevators  came  into  being,  to  quite  a  degree  they  were 
operated  just  as  public  terminal  elevators  and  the  operators  were 
not  in  a  general  way  grain  merchants.  As  time  went  on  the 
business  kept  dropping  away  and  continued  doing  so  to  such  an 
extent  that  in  order  to  make  business  for  the  terminal  elevators 
it  became  necessary  for  the  elevator  operator  to  enter  into  the 
business  of  grain  merchants.  I  think  it  is  safe  to  say  that  prior 
to  any  food  regulation  anywhere  from  75  to  90  per  at  least 
of  grain  going  through  terminal  elevators  was  purchased  by  the 
operator   of   the   elevator.     I   think   that   answers   the   question 
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whether  it  is  necessary  for  them  to  act  as  grain  merchants.     I 
think  it  is  very  necessary. 

The  Chairman — What  about  the  Seaboard  Elevator? 

Mr.  Searle — That  possibly  would  not  apply  to  the  Seaboard 
Elevators.  I  would  ask  some  Seaboard  operator  to  answer  that 
question. 

Mr.  Pierce — I  would  like  to  answer  the  question  from  my 
point  of  view.  The  question  is  one  of  economy  and  efficiency 
against  the  reverse.  There  will  be  no  possibility  of  a  public 
elevator  of  equal  capacity  where  a  private  elevator  being 
operated  for  the  general  uses  of  the  public  is  in  competition  with 
any  possible  degree  of  equal  efficiency.  There  will  be  no  pos- 
sibility of  successful  competition  with  the  operation  of  a  house 
of  equal  size  as  a  private  elevator.  It  is  hardly  necessary  to 
elaborate  on  that  among  grain  men.  But  it  is  not  very 
difficult  to  conceive  the  fact  that  an  elevator  which  may  be  run 
week  in  and  week  out  on  corn,  oats  or  wheat,  or  if  necessary 
run  a  day  or  week  on  wheat  and  then  switch  to  corn  and  then 
to  oats  can  be  operated  much  more  efficiently  and  economically 
than  the  one  in  which  perhaps  20  different  concerns  each  morn- 
ing have  to  struggle  to  have  each  his  special  business  done  first, 
his  struggle  beginning  at  7  o'clock  or  whenever  the  elevator  opens. 
Each  man  will  struggle  to  have  his  business  done  first  and  then, 
of  course,  there  will  be  more  or  less  favoritism  creep  into  a  situa- 
tion of  that  kind.  I  think  to  an  experienced  grain  man  that  the 
difference  must  be  very  apparent  without  very  much  further 
argument. 

Mr.  SiEBENs — In  answering  in  part  to  your  question  we  have 
in  mind  a  rather  clear  case.  In  a  recent  investigation  it  was 
developed  that  the  largest  railroad  run  elevator,  housing  a  milion 
bushels,  lost  last  year  $10,000  after  paying  no  rent  in  Kansas 
City.  The  rent  charged  against  it  would  make  the  loss  about 
$22,000  or  $23,000,  proving  rather  conclusively  that  no  public 
elevator  can  succeed  in  Kansas  City.  It  is  a  well  known  fact 
that  public  run  elevators  do  not  pay  expenses.  One  fact  that 
you  people  have  not  commented  on  is  the  fact  that  these  elevators 
are  all  public  elevators  but  where  public  service  is  performed  at 
the  same  time  the  successful  elevators  are  run  by  practical  mer- 
chants and  by  the  addition  of  their  merchandising  they  are  able 
to  overcome  the  cost  of  elevation.  Inasmuch  as  Kansas  City  is 
a  market  somewhat  unique,  having  a  great  many  diversified  inter- 
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ests  in  it,  it  would  be  in  my  judgment  at  this  time  improper  to 
increase  the  charges,  if  we  can  get  along  without  doing  so.  I 
do  not  feel  it  is  the  time  to  increase  any  charges  if  it  can  be 
avoided.  As  far  as  Kansas  City  is  concerned,  it  would  be  ab- 
solutely impossible  for  these  public  elevators  to  run  without  a 
loss  amounting  to  as  much  as  present  expenses  operated  solely  as 
public  facilities  and  without  doing  any  merchandising.  You 
could  not  get  out  of  them  half  of  the  revenue  they  now  bring; 
in  other  words,  the  charges  would  have  to  be  doubled  to  make 
them  even  pay  expenses. 

Mr.  Mason — Mr.  Barnes,  I  can  bear  out  clearly  what  Mr. 
Siebens  has  said.  We  were  able  last  year  on  a  short  crop  of 
wheat  in  Nebraska  by  means  of  handling  a  great  deal  of  wheat 
for  the  Food  Corporation  at  a  price  that  we  would  not  have 
been  able  to  take  care  of  it  had  we  not  had  the  merchandising. 
Further,  I  would  like  to  ask  why  this  question  is  so  worded, 
should  elevators  operate  solely  as  public  facilities  and  not  do 
any  merchandising?  Does  that  refer  strictly  to  wheat  or  do 
you  include  coarse  grains? 

The  Chairman — You  may  have  it  in  any  sense.  I  want 
brought  out  your  viewpoint. 

Mr.  Mason — I  believe  I  may  say  from  my  own  experience, 
and  I  have  run  an  elevator  of  a  million  and  three-quarter 
bushels  capacity.  I  think  it  would  be  an  economic  loss  to  run  it 
as  a  public  elevator. 

Mr.  McMillan — We  have  in  Minneapolis  two  elevators 
owned  by  the  railroads  that  are  operated  as  public  elevators. 
One  is  operated  by  the  Chicago,  Milwaukee  &  St.  Paul  and  the 
other  by  the  Great  Northern.  Both  of  them  were  forced  to 
abandon  that  business.  The  Milwaukee  Road  finally  tore  down 
their  elevator.  The  Great  Northern  leased  theirs.  I  think 
the  reason  why  an  elevator  cannot  be  operated  successfully  as 
a  public  house  may  be  made  apparent  to  any  one.  There  is 
rarely  a  time  when  grain  is  put  in  an  elevator  by  a  grain 
merchant  that  he  shows  any  profit  on  the  operation.  The  grain 
is  held,  cleaned  and  mixed,  and  finally  disposed  of  as  the  result 
of  the  merchandising  operation.  There  is  no  incentive  for  the 
public  to  put  grain  into  an  elevator  and  the  volume  becomes 
very  small.  Where  it  is  put  in  by  competitive  operators  each 
one  naturally  wants  special  consideration  so  as  to  compel  the 
elevator  to  handle  grain  in  accordance  with  his  own  ideas.     The 
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result  is  that  the  storage  space  of  the  elevator  is  not  utilized. 
It  would  take  a  great  many  bins  to  take  care  of  the  grain  of  a 
great  many  individuals.  We  had,  if  I  remember  right,  in  our 
elevators  at  Duluth  this  last  year  something  like  38  different 
grades  of  wheat  which  we  were  handling  for  the  Grain  Cor- 
poration. If  you  could  multiply  that  by  a  dozen  or  fifteen  con- 
cerns I  think  you  would  see  the  extreme  difficulty  of  putting  a 
volume  of  business  through  the  elevator  so  that  the  space  could 
be  utilized  to  any  large  extent  or  to  any  large  advantage  what- 
ever. 

Mr.  Pierce — One  point  I  was  mistaken  in  and  that  I  want 
to  correct.  That  is  under  the  Warehouse  Law  of  the  State  of 
Illinois,  which  is  a  very  rigid  law  and  made  effective  by  the 
Constitution  of  the  State,  and  that  law  has  to  do  with  public 
warehousing.  A  public  warehouse  is  not  allowed  to  have  any 
cleaning  machinery,  consequently  a  public  warehouse  in  Illinois 
would  not  be  of  much  value  for  the  general  grain  trade  or 
for  general  grain  purposes.  As  far  as  storage  purposes  are  con- 
cerned, I  wish  they  were  much  more  popular  than  they  are. 

Mr.  Smith — When  I  stated  that  my  storage  charges  were 
entirely  satisfactory  I  was  addressing  myself  particularly  to 
Clause  a,  Scale  of  Charges  for  service.  But  if  I  were  forced 
to  depend  on  public  service  charges  I  would  be  glad  to  meet 
some  gentleman  who  had  enough  Liberty  Bonds  to  buy  my 
elevator  at  its  appraised  value  or  its  actual  value.  I  could  not 
operate  at  all  on  my  charges  without  a  merchandising  profit. 
I  would  be  glad  to  go  out  of  the  merchandising  business  and 
operate  to  full  capacity  on  my  charges,  but  without  the  mer- 
chandising feature  my  elevator  would  be  worth  about  33  1-3 
cents  on  the  dollar. 

The  Chairman — Is  there  any  one  here  who  represents  a 
community  that  is  suffering  for  lack  of  public  facilities  in  the 
way  of  elevators? 

Mr.  Hall — I  think  St.  Louis  is  a  great  sufferer  because 
of  lack  of  elevator  facilities  (laughter),  but  whether  they  can 
be  operated  successfully  as  public  elevators  open  exactly  to 
everybody  on  the  same  terms  I  doubt.  At  least  the  experience 
of  the  market  has  been  that  there  never  has  been  a  public 
elevator,  in  the  sense  you  have  in  mind,  operated  successfully. 
It  has  been  tried  several  times  and  it  has  always  resulted  in 
failure.     The  one  or  two  public  elevators  that  I  know  of  in  the 
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country  that  have  made  their  expenses  at  all,  while  they  are 
nominally  open  to  the  public  are  really  operated  on  a  favorite 
basis.  There  is  no  doubt  but  that  one  or  two  firms  control  the 
facilities  of  those  elevators.  Anybody  else  who  tries  to  get  in 
gets  left.  I  think  that  under  anything  like  the  difficulties  that 
we  have  operated  on  in  the  past  that  a  pubHc  elevator  can  be 
operated  successfully  would  depend  entirely  on  the  general  public 
giving  it  the  business  and  as  a  matter  of  fact  I  do  not  think  a 
public  elevator  can  be  successfully  operated  that  depends  on  the 
general  public  to  give  it  the  business. 

Mr.  Bingham — I  do  not  know  of  any  city  equal  to  Indian- 
apolis that  is  so  poorly  off  for  elevators.  We  have  no  public 
elevators  at  all  and  we  have  not  sufficient  facilities  in  the  private 
houses  to  take  care  of  the  grain  that  comes  to  that  market.  Of 
all  the  markets  that  I  am  acquainted  with  in  this  country  I 
know  of  none  that  are  as  absolutely  short  of  elevator  facilities 
in  proportion  to  the  importance  of  the  market  as  Indianapolis. 

Mr.  Mullen — Out  West,  where  additional  acreage  is  being 
put  in  grain  continually  and  where  new  tracts  of  land  are  being 
opened  up,  there  is  a  great  need  for  additional  elevators,  so 
that  the  farmers  can  haul  their  goods  in  and  find  a  market 
for  them. 

The  Chairman — You  are  speaking  now  of  country 
elevators  ? 

Mr.  Mullen — Yes.     You  are  not  referring  to  them? 

The  Chairman — No.  What  I  want  to  know  is  whether  there 
is  any  representative  of  any  market  here  who  feels  that  the 
merchants  are  not  given  a  fair  opportunity  for  the  prosecution 
of  ordinary  legitimate  merchandising  forwarding  business  be- 
cause the  elevator  service  is  all  controlled  by  private  operators, 
and  whether  even  in  those  markets  where  there  are  private 
operators  the  elevators  are  open  to  them  and  on  fair  terms. 

Mr.  Mullen — I  do  not  think  in  our  section  there  is  any 
storage  done.  I  know  we  have  not  stored  a  bushel  of  wheat  for 
ten  years  and  we  have  a  good  many  elevators.  Probably  Mr. 
Robinson  knows  about  them,  but  I  don't  know.  There  is  very 
little  of  it  done.  But  he  may  be  better  acquainted  in  that  respect 
than  I  am.    I  would  like  to  hear  from  him  about  it. 

The  Chairman — I  assume  that  that  situation  presents  no 
very  serious  abuses,  then,  or  at  least  I  assume  so  from  the  paucity 
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of  complaints.  Let  us  move  to  Clause  c,  the  mixing  and  treating 
of  wheat  for  higher  grades,  tmder  which  we  may  consider  the 
sub-head,  should  scale  of  charges  be  made  for  this  and  open 
to  all. 

Mr.  Moore  (Kansas  City) — Regarding  the  last  clause,  should 
elevators  operate  solely  as  public  facilities,  I  would  like  to  put 
myself  on  record  but  not  with  a  view  of  airing  any  trouble 
Kansas  City  may  be  having.  There  have  been  complaints  of  that 
nature  in  the  Kansas  City  market.  Signs  point  to  an  adjustment 
of  the  difficulties  which  make  it  untimely  to  start  a  discussion  of 
the  matter  at  this  meeting. 

The  Chairman — We  will  speak  now  to  Clause  c.  Is  there 
also,  in  your  view,  a  natural  reason  why  the  mixing  and  treating 
of  grain  can  be  done  better  imder  one  control  and  as  a  whole 
than  if  facilities  were  open  to  every  merchant  to  do  it? 

Mr.  McMillan — I  touched  on  that  point  in  discussing 
Qause  b.  I  think  that  illustrates  the  difficulty  of  attempting  to 
do  that  character  of  business  generally  for  the  public. 

The  Chairman — I  presume  that  is  the  general  view  of  the 
elevator  men.  Are  there  any  delegates  who  differ  from  that 
view? 

Mr.  Smith — I  operate  a  semi-public  and  private  elevator, 
about  half  and  half.  I  afford  the  same  facilities  for  any  g^in 
merchant  in  our  market  or  territory  that  I  obtain  for  myself 
through  our  houses.  I  have  a  schedule  of  charges  and  provide 
for  the  mixing  and  raising  of  grain  for  any  of  them,  shippers  or 
owners,  and  they  may  take  advantage  of  that  privilege  in  my 
houses  just  the  same  as  I  have  the  privilege.  I  understand  that 
the  Food  Administration  has  rather  frowned  upon  elevators 
mixing  grain  and  raising  the  grade,  but  I  think  they  should  be 
permitted  to  do  so.  I  have  handled  but  very  few  cars  of  wheat 
for  the  past  few  months,  but  I  have  been  able  through  my  mixing 
ability  to  take  in  all  grades  of  wheat  and  turn  it  out  under  direc- 
tion of  the  Food  Administration  as  milling  wheat,  and  I  cannot 
see  but  what  the  general  purpose  of  the  Food  Administration 
has  been  served  better  than  if  I  had  not  performed  this  service, 
both  for  my  storage  customers  and  my  firm  with  the  limited 
amount  of  wheat  that  we  have  handled. 

Mr.  Ballard — Louisville  has  no  public  storage  at  all,  and 
very  limited  private  storage.  If  merchandising  alone  is  to  make 
an  elevator  profitable  and  if  merchandising  is  indulged  in  at  all 
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elevators,  how  is  the  producer  or  the  private  individual  who  may 
have  wheat  that  he  wants  treated  to  get  it  treated?  Will  he  not 
be  at  the  mercy  of  the  merchandisers,  and  that  really  is  a  right 
good  term  to  apply  to  elevator  men  who  do  that  sort  of  thing. 
How  is  a  private  individual  who  has  wheat  that  needs  treatment 
to  prevent  it  going  wrong  if  he  must  have  his  wheat  handled  in 
that  way.  Will  he  not  be  at  the  mercy  of  the  merchandiser  and 
compelled  to  sell  it  to  the  merchandiser  ? 

Mr.  Pierce — In  Chicago  we  have  too  much  competition  to 
admit  of  any  such  situation  as  that  suggested  by  Mr.  Ballard. 
There  we  will  do  any  kind  of  work  in  any  elevator  that  can  be 
done  in  any  private  elevator  if  we  can  get  anything  approxi- 
mating what  it  costs. 

Mr.  Ballard — I  do  not  understand  that  is  what  is  meant? 

Mr.  Pierce — You  asked  how  we  could  get  it  done.  If  there 
are  not  too  many  producers  I  will  guarantee  to  do  it  at  a  reason- 
able charge. 

Mr.  Smith — I  will  do  the  same  thing. 

Mr.  Ballard — Pardon  me.  I  did  not  intend  to  start  a  private 
discussion.  I  did  not  understand,  as  to  Question  b,  should 
elevators  operate  solely  as  public  facilities  and  not  do  any  mer- 
chandising— I  did  not  understand  the  answer  to  that  question 
to  indicate  that  the  operators  of  elevators  who  were  merchandis- 
ing at  those  elevators  attempted  or  pretended  or  would  do  service 
for  outsiders.    I  did  not  so  understand  it.    I  beg  your  pardon. 

The  Chairman — It  is  quite  true  that  at  Minneapolis  and 
almost  any  place  you  can  buy  elevator  service. 

Mr.  Pierce — Yes. 

The  Chairman — Can  you  buy  it  to  the  extent  of  mixing  and 
treating  the  grain? 

Mr.  Pierce — Yes. 

Mr.  Hall — The  elevators  in  Kansas  City  handle,  mix  and 
clean  grain  for  customers  and  at  a  very  moderate  charge. 

The  Chairman — Then  the  answer  to  Clause  C  is  that  it  is 
open  to  all? 

Mr.  Hall — Yes. 

Mr.  Smith — It  is  positively  that  way  at  Ft.  Worth,  Texas. 

The  Chairman — Is  it  open  at  St.  Lx)uis  ? 
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Mr.  Hall — At  St.  Louis  it  is  open.  Any  service  there  can 
be  obtained  by  anybody. 

Mr.  Wayne — I  had  a  little  trouble  with  my  com.  I  had 
tried  to  get  it  handled  in  an  elevator  in  Peoria  and  also  in  an 
elevator  at  Chicago.  They  told  me  they  were  so  filled  up  with 
hot  corn  they  could  not  handle  any  more.  I  do  not  know  whether 
they  were  private  or  public  elevators.  I  do  know,  however,  that 
I  could  not  get  my  corn  handled  there. 

The  Chairman — In  that  case  it  was  because  their  facilities 
were  fully  used? 

Mr.  Wayne — That  is  what  they  said.  I  don't  know  anything 
about  it. 

Mr.  Smith — That  situation  is  the  same  at  Ft.  Worth.  We 
stayed  up  at  night  to  take  care  of  the  corn  situation  there  and 
we  ran  our  corn  all  night  and  we  could  not  run  it  fast  enough  to 
cool  it  and  we  don't  want  to  take  any  more  until  we  get  this 
cooled  off. 

The  Chairman — Is  there  any  other  viewpoint  on  these 
three  clauses  of  Question  1  under  Terminal  Problems?  If  not, 
we  will  proceed  to  Section  2. 

2.     Fire  Insurance  Limitation.     (Terminal  Problems.) 

What  about  the  fire  insurance  limitation  as  applied  to  the 
elevator  problem?  Are  you  going  to  need  any  help  in  handling 
that? 

Mr.  Van  Dusen — If  I  understand  that  question  correctly  I 
think  I  can  say  that  at  the  present  time,  generally  speaking,  there 
is  no  further  insurance  required  than  what  it  is  possible  to  get.  In 
case  of  a  large  crop  and  if  many  of  the  elevators  are  filled  up  it 
may  possibly  be  a  troublesome  question,  but  I  understand  the  in- 
surance companies  at  the  present  time  are  making  efforts  to  take 
care  of  it  and  I  have  every  reason  to  think  it  will  be  taken  care  of. 

Mr.  Marcy — In  regard  to  insurance  I  think  the  grain  ele- 
vator people  through  the  country  will  need  some  help  from  the 
Government  in  that  line.  As  it  stands  to-day  it  is  almost  im- 
possible to  obtain  more  than  about  30  or  40  per  cent,  of  the 
amount  of  insurance  required  in  the  wooden  houses.  While  the 
insurance  companies  have  talked  about  helping  out  and  tried  to 
forestall  the  Government  getting  in  and  possibly  providing  this 
insurance,  as  a  matter  of  fact  they  have  done  practically  nothing. 
They  have  taken  care  of  about  an  extra  10  per  cent,  and  that  is 
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all.  Unless  some  steps  are  taken  fully  50  per  cent,  of  the  wooden 
elevators  throughout  the  country  will  not  be  able  to  be  used, 
which  will  cause  a  great  loss  and  one  of  the  causes  why  an  extra 
effort  should  be  made  to  provide  this  insurance.  I  think  the 
matter  should  be  considered  very  seriously  by  the  Food  Adminis- 
tration to  see  if  it  cannot  in  some  way  help  out  in  obtaining  this 
insurance. 

Mr.  Wells — Does  this  refer  to  terminal  elevators  only  ? 

The  Chairman — Yes.  I  do  not  understand,  Mr.  Wells, 
there  is  any  problem  so  far  as  country  elevators  are  concerned 
in  getting  sufficient  insurance. 

Mr.  Wells — In  our  State  we  are  able  to  get  all  the  insurance 
we  need. 

The  Chairman — Mr.  Van  Dusen,  are  you  satisfied  that  the 
insurance  people  are  going  forward  to  solve  this  ? 

Mr.  Van  Dusen — That  is  my  understanding.  It  is  quite 
true,  as  Mr.  Marcy  states,  that  there  has  been  trouble  and  pos- 
sibly if  the  elevators  want  insurance  up  to  full  capacity  of  their 
elevators  to-day  they  could  not  get  it  because  it  takes  a  little  time 
for  insurance  companies  to  get  action  on  these  matters  and  it  is  a 
large  problem,  but  I  believe  it  will  be  worked  out. 

Mr.  McMillan — I  think  if  the  Grain  Corporation  will  carry 
its  own  insurance  on  wheat  this  year  the  chances  are  fairly  good 
that  the  other  requirements  may  be  met,  but  if  it  should  happen 
that  the  grain  trade  are  to  again  take  charge  of  the  wheat  in  the 
terminal  elevators  so  they  will  have  to  assume  that  risk  of  owner- 
ship I  think  there  is  absolute  surety  there  will  be  nothing  like 
enough  fire  insurance  available. 

The  Chairman — You  have  no  hope  of  any  commercial  agen- 
cies offering  sufficient? 

Mr.  McMillan — Not  if  we  have  to  carry  insurance  on  the 
wheat. 

Mr.  Van  Dusen — We  have  received  word  at  the  central  office 
that  the  Terminal  Elevator  Association  had  made  arrangements 
with  the  insurance  companies  whereby  their  wants  would  be 
filled. 

Mr.  MacMillan — That  is  possible  under  the  present  situation 
so  far  as  coarse  grains  are  concerned  and  where  the  Grain  Cor- 
poration is  carrying  its  own  wheat,  but  if  the  Grain  Corporation 
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should  retire  from  buying  wheat  at  terminal  points  I  think  we 
may  be  absolutely  certain  there  will  not  be  insurance  facilities 
sufficient  to  take  care  of  the  situation. 

Mr.  Marcy — In  regard  to  insurance,  you  can  today  obtain 
only  about  $600,000  on  any  one  wooden  elevator  unless  it  is  a 
sprinklered  risk.  If  it  is  a  sprinklered  risk  it  may  be  raised  up 
to  $900,000  or  $1,000,000  but,  as  a  matter  of  fact,  you  cannot 
put  in  a  sprinkler  system  at  the  present  time  and  cannot  get  it 
in  for  a  year.  I  doubt  very  much  if  you  can  put  it  in  to- 
day at  all  because  of  the  great  cost  and  you  can  only  obtain 
today  about  $600,000  or  $700,000  on  each  million  dollars  and 
that  is  not  enough  even  if  you  have  an  elevator  filled  full  of 
oats ;  it  is  not  half  enough  if  wheat,  rye  or  barley.  That  is  the 
situation  all  over  the  district,  excepting  where  the  personal  risks 
are  involved. 

Mr.  Perrine — In  regard  to  the  action  that  is  being  taken 
now  by  the  insurance  companies  to  supply  additional  insurance 
to  enable  the  elevators  at  Chicago  and,  I  think,  at  the  other 
terminals  to  protect  themselves,  there  is  a  doubt  in  my  mind — 
I  happen  to  be  Chairman  of  the  Warehouse  Committee  in  Chi- 
cago— as  to  whether  they  will  be  successful  or  not.  I  have  been 
working  on  it  for  some  two  or  three  weeks  and  the  day  before 
leaving  Chicago  the  Chairman  of  the  Insurance  Committee  told 
me  that  he  had  doubt  in  his  mind  as  to  whether  they  would  be 
able  to  increase  the  insurance  to  a  point  that  would  enable  us  to 
fill  our  elevators.  As  Mr.  Marcy  said,  so  far  they  have  only 
obtained  about  ten  per  cent,  increase. 

Mr.  Searle — Our  Committee  had  one  meeting  about  four 
weeks  ago.  I  will  say  that  a  statement  of  capacity  of  all  ter- 
minal elevators  was  to  be  furnished,  and  with  their  require- 
ments. We  had  a  conference  with  the  insurance  representa- 
tives and  they  indicated  at  that  time  that  they  were  willing  to 
take  care  of  all  the  buildings,  but  Mr.  Marcy  says  that  has  not 
been  carried  out.  They  said  they  thought  they  could  cover  the 
buildings  entirely.  I  know  we  have  been  running  short  on 
some  of  our  properties  but  we  succeeded  at  that  time  to  get 
enough  to  cover  wooden  buildings.  Upon  food  corn  they  indi- 
cated they  could  cover  approximately  the  capacity  of  the  build- 
ings but  they  wanted  time  to  work  on  it.  It  seems  to  me  before 
any  action  is  taken  it  would  be  well  to  get  definite  word  from 
the  insurance  companies  whether  they  are  going  to  be  able  to 
cover  this  com.     Unless  we  can  get  some  definite  assurance  like 
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that  to  the  effect  that  they  will  cover  it  then  some  help  will  be 
required. 

The  Chairman — I  gather  that  the  situation  of  the  ware- 
houses is  that  if  the  Grain  Corporation  should  depart  from  its 
policy  of  carrying  its  own  risks  and  does  not  carry  part  of  its 
stock  in  these  wooden  houses  this  fall  on  the  crop  movement  in 
quantities  sufficient  to  fill  them,  that  their  facilities  will  be  auto- 
matically crippled  by  lack  of  insurance?     Is  that  right? 

Mr.  Searle — It  looks  that  way. 

Mr.  Hall — I  would  like  to  ask  the  Galveston  representative 
what  the  condition  is  in  that  port.  Prior  to  the  war  it  was  im- 
possible to  get  insurance  to  the  full  capacity  of  the  elevators  and 
there  were  always  a  large  number  of  cars  constantly  kept  on 
the  tracks.  I  do  not  think  we  should  overlook  the  ports  any 
more  than  the  interior. 

The  Chairman — Mr.  Fox  (referring  to  Mr.  C.  B.  Fox) 
what  is  the  situation  in  New  Orleans  ?  What  are  the  conditions 
in  fire  insurance  in  elevators  in  New  Orleans? 

Mr.  Fox — One  elevator  owned  by  the  Missouri  Pacific  was 
only  about  two-thirds  full  owing  to  inability  in  securing  in- 
surance, several  hundred  cars  being  on  the  track.  That  was 
during  the  last  two  months. 

The  Chairman — Did  the  lack  of  insurance  prevent  the  use 
of  full  elevator  capacity? 

Mr.  Fox — Yes.  None  of  the  wooden  elevators  could  be  filled 
to  capacity  owing  to  inability  to  obtain  sufficient  insurance.  The 
concrete  elevator  was  the  only  one  that  could  be  filled,  as  in- 
surance was  obtainable.  The  interior  shippers  have  to  provide 
for  their  own  insurance  in  selling  f.  o.  b. 

The  Chairman — What  have  you  to  report,  Mr.  Newing  (re- 
ferring to  E.  F.  Newing  of  Galveston). 

Mr.  Newing — The  condition  at  Galveston  is  the  same  as 
New  Orleans.  You  can  only  get  about  60  per  cent,  of  insurance 
on  wooden  elevators. 

Mr.  Hall — One  of  our  Committees  is  looking  into  this  in- 
surance question  on  terminals  and  I  was  advised  that  the  delay 
was  due  to  the  fact  that  some  terminal  elevators  would  not  give 
the  Committee  some  necessary  information.  St.  Louis  was  still 
eight  terminals  short  at  the  last  request. 
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The  Chairman — Then  you  expect  to  follow  this  question 
through  to  a  decision? 

Mr.  Hall — Yes. 

The  Chairman — I  think  we  have  developed  this  situation, 
unless  there  is  some  other  angle. 

Now  let  us  take  up  safety  requirements.  What  have  you  to 
say  as  to  that,  Mr.  Pierce? 

Mr.  Pierce — We  have  been  told  at  Chicago  by  the  Com- 
mittee of  the  Underwriters  that  a  Committee  on  Insurance  of  the 
Underwriters,  together  with  certain  Government  officials,  and  I 
am  not  sure  but  with  certain  officials  of  the  Food  Administration 
were  working  together  to  compile  a  list  of  regulations  regarding 
protection  that  the  operators  of  elevators  must  give  to  the  prop- 
erty, and  we  are  expecting  any  day  to  receive  the  final  decision 
in  the  way  of  recommendations  or  regulations  which  we  will 
have  to  follow  if  we  secure  insurance  as  we  would  like  to.  It 
has  not  yet  been  received.  There  is  some  difficulty  to  overcome. 
There  seems  to  be  a  difference  of  opinion  among  them  as  to  the 
possibility  of  segregating  the  elevators — not  segregating  them  but 
surrounding  them  by  the  use  of  a  wire  enclosure.  That  is  prac- 
ticable for  some  houses  but  utterly  impracticable  for  others.  It 
is  such  difficulties  they  are  trying  to  reconcile,  as  I  understand 
it,  and  that  is  delaying  the  presentation  of  these  regulations. 

The  Chairman — There  were  some  regulations  put  out  con- 
cerning the  approaches  to  the  terminal  elevators.  Were  those 
regulations  complied  with? 

Mr.  Pierce — I  think  those  were  all  complied  with  some 
months  ago. 

The  Chairman — Did  they  add  a  considerable  burden  of 
expense  ? 

Mr.  Pierce — They  did,  but  principally  in  the  way  of  addi- 
tional watchmen. 

The  Chairman — Then  they  are  a  continuing  expense  in  the 
way  of  watchmen. 

Mr.  Pierce — Yes,  they  are.  Most  of  us  really  had,  in  our 
own  interest,  increased  the  watchmen  in  some  cases  to  more  than 
the  requirements  before  the  order  came. 

Mr.  Wells — Does  that  reduce  your  insurance? 
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Mr,  Pierce — Nothing  ever  reduces  the  insurance.  We  have 
had  considerable  expenditures  in  the  way  of  sprinklers,  also. 

Mr.  Wells — It  did  in  our  case. 

Mr.  Pierce — It  did  not  in  our  case. 

Mr.  Searle — The  requirements  as  to  the  watchman  service 
has  been  quite  a  burden.  This  year  we  have  operated  at  a  loss 
and  in  addition  thereto  in  nine  months  the  increased  watchman 
expense  has  amounted  to  about  $10,000.  That  would  be  at  the 
rate  of  about  $15,000  a  year.  It  has  not  seemed  necessary  to  me 
because  we  have  not  handled  one  bushel  of  grain  on  this  crop  in 
one  plant,  and  the  other  plant  is  fireproof.  It  seems  needless 
but  we  have  not  been  able  to  get  rid  of  it. 

The  Chairman — Then  it  is  quite  true  that  in  complying  with 
the  requirements  formulated  by  the  National  Board  of  Fire 
Underwriters  last  fall  they  have  put  on  you  an  expense  which 
you  are  continuing  to  bear  ?    Is  that  a  correct  statement  ? 

Mr.  Searle — I  don't  know  whose  requirements  they  are  but 
I  took  it  up  with  our  manager  and  he  says  they  are  necessary 
and  we  can't  get  rid  of  it  and  that  he  has  been  endeavoring  to  all 
the  time  but  he  is  not  able  to. 

Mr.  Pierce — That  is  true  as  far  as  Chicago  is  concerned  and 
we  are  told  we  must  expect  that  there  are  more  coming. 

The  Chairman — Qause  b,  present  reports  required,  should 
not  be  under  this  sub-head.  It  should  stand  on  its  own  basis. 
I  would  like,  however,  to  hear'  whether  the  report  required  by  the 
Grain  Corporation  from  the  Grain  elevators  is  in  any  sense  bur- 
densome? We  have  a  need  for  them,  I  would  like  to  say,  but  I 
would  also  like  to  know  whether  you  consider  them  in  any  manner 
a  burden. 

Mr.  Pierce — I  would  like  to  ask  if  that  includes  the  OO  re- 
ports? 

The  Chairman — No,  we  are  going  to  give  a  special  chapter 
to  them. 

Mr.  Clark — I  do  not  believe  there  is  any  trouble  with  those 
reports. 

The  Chairman — I  will  assume  that  is  the  feeling  of  you  all 
and  we  will  take  up  section  3. 
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3.     Has  terminal  elevator  business  been  profitable? 

Do  not  all  speak  at  once.  Gentlemen,  we  want  to  get  the 
exact  facts  about  terminal  elevator  operation.  We  do  not  want 
you  to  represent  yourselves  as  unduly  suffering  or  as  unduly 
poor ;  we  want  to  know  whether  you  have  failed  to  make  a  proper 
return  and  whether  that  may  be  fairly  laid  to  a  poor  crop,  and 
whether  that  is  possibly  due  to  the  hazard  of  your  occupation  or 
whether  part  or  all  of  it  is  due  to  our  policy  and  our  regulations. 
Just  please  express  frankly  to  us  how  you  feel. 

Mr.  Searle — I  mentioned  that  when  I  was  on  my  feet 
before.  Therefore  I  may  break  the  ice  on  the  subject.  I  think 
I  may  speak  for  ourselves  and  I  think  that  will  cover  the  other 
terminal  elevators  and  may  say  that  business  has  been  unprofit- 
able this  year.  I  know  we  lost  a  considerable  amount  of 
money  and  I  am  of  opinion  that  it  will  apply  to  all  other  plants 
in  Duluth. 

In  answering  the  other  sub-division  of  that  question,  I  think 
it  is  due  to  both.  I  don't  know  just  how  to  divide  that.  I 
think  I  would  be  justified  in  saying  that  I  don't  think  we  would 
have  had  a  profitable  business  under  any  conditions  this  year, 
but  I  do  think  we  might  have  saved  ourselves  a  loss  if  permitted 
to  function  as  we  have  heretofore  in  the  way  of  mixing  grain 
and  acting  as  grain  merchants. 

The  Chairman — You  speak  now  particularly  as  to  Duluth 
and  Minneapolis? 

Mr.  Searle — As  to  Duluth,  although  what  I  have  said  will 
practically  cover  Minneapolis.  I  know  we  have  had  a  loss 
there  and  I  think  most  of  the  others  over  there  have  had  a 
loss.  Some  of  them  may  have  had  sufficient  coarse  grain  to 
have  made  a  profit  possibly.     I  don't  know  as  to  that. 

As  to  Clause  c,  will  the  ensuing  next  few  months  overcome 
any  deficit,  speaking  both  for  Duluth  and  Minneapolis,  there  is 
no  possibility  of  any  further  business  on  the  crop  year,  so  it 
can  only  be  a  continuing  loss  the  balance  of  the  crop  season. 

The  Chairman — What  about  Kansas  City?  What  do  you 
say,  Mr.  Hall,  about  Kansas  City? 

Mr.  Hall — I  have  not  had  an  opportunity  to  discuss  with 
the  other  elevator  operators  what  the  result  of  their  year's 
business  has  been  and  whether  profitable  or  not,  nor  can  I  give 
you  an  accurate  statement  regarding  our  own  elevators,  for  the 
reason  that  from  a  merchandise  standpoint  and  from  efforts  we 
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have  made  to  keep  the  elevator  running  we  have  given  the 
elevator  more  than  its  share  of  the  profit  by  setting  aside  the 
profit  practically  on  our  own  business  in  order  to  pay  expenses 
on  the  elevator.  But  our  year  does  not  end  until  the  1st  of  July. 
I  am,  however,  under  the  impression  that  if  we  have  a  fair 
movement  of  grain  from  now  on  and  are  able  to  handle  coarse 
grain  in  the  fall  we  will  at  least  break  even  and  possibly  have  a 
little  to  the  good.  But  in  making  that  statement  I  want  you 
to  take  into  consideration  that  it  is  not  run  purely  as  an  elevator 
proposition — it  is  run  more  as  a  grain  proposition  and  as  a  part 
of  the  whole  business.  I  cannot  answer  for  the  other  gentle- 
men. Some  of  them  are  here  and  will  probably  be  able  to 
answer. 

The  Chairman — Mr.  Shields,  what  do  you  say  the  prospects 
are  at  Kansas  City? 

Mr.  Shields — For  coming  business? 

The  Chairman — No,  for  your  net  crop  year's  return? 

Mr.  Shields — For  the  business  for  the  year  ending  July  1st? 

The  Chairman — Yes. 

Mr.  Shields — I  will  say,  so  far  as  our  elevator  is  concerned 
for  our  wheat  business,  we  probably  have  run  considerably 
behind ;  but  from  the  corn  we  have  been  handling  recently,  that 
has  been  a  lifesaver  and  we  will  probably  make  up  our  losses 
and  share  some  profit.  We  assume  that,  but  we  do  not  know 
from  figures  yet.  I  think,  perhaps,  we  will  make  a  fair  profit 
on  the  year. 

The  Chairman — That  is,,  it  promises  better  than  it  did  at 
one  time? 

Mr.  Shield — Yes.  The  1st  of  December  we  could  see 
nothing  but  a  probable  loss  of  $50,000  without  undue  risks,  but 
I  think  we  will  make  that  up  through  the  handling  of  coarse 
grains. 

The  Chairman — What  about  Omaha,  Mr.  Mason? 

Mr.  Linderholm  (answering  for  Mr.  Mason,  evidently) — 
Due  to  the  condition  of  the  grain  raised  tributary  to  Omaha 
where  we  had  an  immense  crop — our  elevators  will  be  in  fairly 
good  condition  by  the  end  of  the  year.  The  elevators  I  am 
operating  have  handled  very  little  wheat.  We  had  a  big 
crop  of  oats  and  corn  and  fortunately  it  happened  to  be  of  a 
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little  better  average  of  quality  than  the  rest  of  the  country  has 
had.     In  that  way  Omaha  has  been  favored. 

The  Chairman — Hov^^  about  St.  Joseph,  Mr.   Qark? 

Mr.  Clark — We  have  not  handled  any  w^heat  since  the  Grain 
Corporation  took  charge.  They  had  an  arrangement  there  with 
the  Grain  Corporation  that  an  elevator  that  handled  any  of 
their  wheat  could  not  store  any  wheat  for  anybody  else.  As 
it  happened  so  far  as  the  elevator  I  am  interested  in  is  concerned 
we  needed  some  of  that  storage  for  the  mill,  but  we  did  not 
have  enough  storage  of  our  own  at  the  mill  and  consequently 
the  only  earnings  that  went  to  the  elevator  was  for  the  very 
small  amount  of  wheat  that  we  handled. 

Our  transfer  business  has  done  fairly  well  because  it  is  a 
separate  corporation  that  the  mill  owns  stock  in  and  they  force 
their  business  through  that  house  and  that  has  done  a  big  trans- 
fer business.  Most  of  our  earnings  have  been  on  transfer.  The 
other  elevator  man  is  not  here  tonight  but  I  do  not  think  they 
have  made  any  particular  money  in  handling  that  elevator.  They 
handled  the  wheat  for  the  Grain  Corporation.  I  think  they  made 
some  money,  perhaps,  merchandising.  There  was  some  question 
about  it  a  few  months  ago,  about  renewal  of  the  lease,  and  they 
were  fairly  backward  about  attempting  to  handle  it,  as  I  re- 
member. 

The  Chairman — What  about  St.  Louis,  Mr.  Hall  ?  What  is 
the  general  condition  at  St.  Louis? 

Mr.  Hall — As  a  general  proposition,  the  larger  elevators,  I 
think,  did  not  get  along  very  well.  The  smaller  elevators  were 
kept  quite  busy  with  oats,  and  the  other  elevators  that  had  dry- 
ers, and  they  possibly  quit  about  even  because  of  that.  The 
wheat  business  is,  of  course,  almost  negligible  as  a  source  of 
revenue. 

The  Chairman — Now  Chicago,  Mr.  Marcy.  What  is  the 
general  situation  in  Chicago? 

Mr.  Marcy — I  cannot  speak  for  the  other  concerns  outside 
of  the  Armours,  but  our  case  has  been  quite  disastrous  for  a 
number  of  reasons.  In  the  first  place  we  did  not  have  the  crop. 
In  the  next  place,  taking  away  the  cleaning  and  mixing  on 
which  Chicago  relies  a  great  deal.  Then  the  volume  of  wheat 
we  handled  was  very  small  and  amounted  to  practically  noth- 
ing.   And  then  on  top  of  that  we  had  no  carrying  charges.     So 
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together  with  our  terrible  expenses — and  of  course  in  our  case 
where  our  capacity  is  so  big  and  our  expenses  are  so  big  an 
ordinary  amount  going  through  the  dryers  and  a  small  storage 
does  not  come  anywhere  near  taking  care  of  the  situation.  There- 
fore we  were  botmd  to  run  into  a  loss  and  it  could  not  be  helped. 

I  would  like  also  to  mention  Kansas  City.  We  have  6,000,000 
capacity  in  Kansas  City.  On  account  of  that  big  capacity  and  the 
big  amount  of  rent  and  the  large  amount  of  expenses  in  main- 
taining it  we  have  run  into  a  loss  there.  It  had  been  impossible 
to  get  enough  stuff  and  there  are  no  carrying  charges  and 
there  is  very  little  stored  by  the  public.  The  result  is  we  have 
had  a  loss  on  account  of  our  expenses  being  beyond  what  busi- 
ness we  could  get.  We  are  in  a  different  position  from  other 
people  on  account  of  our  big  capacity  and  big  expenses. 

In  Chicago  we  had  a  terrible  time  there.  They  run  us  up  on 
our  losses  on  account  of  extra  watching  service  and  our  labor 
conditions  have  been  very  bad  and  our  transportation  was  bad. 
After  we  got  the  stuff  in  there  and  had  it  sold  and  ready  to  go 
out  it  was  impossible  to  move  it  and  we  lost  interest  and  in- 
surance and  practically  carried  it  without  storage. 

The  Chairman — You  do  not  see  any  prospect  of  profit  for 
your  Chicago  elevator  business  in  the  next  two  months'  operation 
and  evening  up  ? 

Mr.  Marcy — No,  that  is  impossible.  Practically  none  of  the 
business  in  Chicago  is  done  for  Chicago  proper.  There  is  nq 
stuff  on  storage  and  it  is  just  a  matter  of  transferring  some  stuff 
that  goes  through  that  will  not  pay  expenses.  It  will  not  be 
possible  to  do  anything  before  the  new  crop. 

The  Chairman — Mr.  Pierce,  what  is  your  impression? 

Mr.  Pierce — Chicago  has  been  peculiarly  unfortunate  this 
year.  The  crop  yield  was  particularly  small  in  that  contributory 
territory.  The  differential  established  for  Chicago  did  not  op- 
erate very  successfully  to  make  millionaires  and  the  result  was, 
as  far  as  our  terminal  elevator  business  was  concerned,  we  are 
dividing  our  general  expenses  as  between  that  branch  of  our 
business  and  the  other  branches  of  our  business  with  the  utmost 
fairness,  in  fact  I  think  we  are  bracing  on  the  branches  a  little 
more  than  their  share  of  our  general  expenses.  Our  loss  in 
operating  our  terminals  is  very  heavy.  If  anybody  will  guarantee 
a  return  within  six  months  of  what  we  lost  the  first  six  months 
we  will  be  very  glad  to  arrange  for  a  very  considerable  premium 
for  that  insurance. 

124 


The  Chairman — You  do  not  expect  to  come  out  even? 

Mr.  Pierce — No,  because  Chicago  is  particularly  unfortunate. 
It  is  only  fair  to  state  that  perhaps  more  than  anything  else,  in 
fact  95  per  cent,  of  our  troubles  we  have  had  this  year  have  been 
traced  either  directly  or  indirectly  to  the  lack  of  adequate  trans- 
portation. We  have  kicked  about  the  other  five  per  cent,  but  I 
think  the  lack  of  adequate  transportation  has  been  more  than 
anything  else  the  trouble  in  Chicago. 

The  Chairman — What  have  you  to  say  about  conditions  in 
MinneapoHs,  Mr.  Van  Dusen? 

Mr.  Van  Dusen — We  operate  three  terminal  elevators  in 
Minneapolis.  Each  one  was  operated  at  a  loss,  in  fact  we  would 
have  to  go  back  a  good  many  years  to  show  that  we  operated  at 
a  loss  when  crops  have  been  just  as  short  in  our  section  of  the 
country  as  this  year. 

The  Chairman — Where  the  yield  was  178,000,000  less,  al- 
though the  coarse  grain  receipts  were  30,000,000  or  40,000,000 
bushels  more  unless  you  were  extremely  shrewd  business  men 
you  were  bound  to  feel  it.  Part  of  that  I  want  you  to  admit  is 
due  to  a  poor  crop.  I  want  you  to  understand  that  for  the  policy 
of  the  Food  Administration  we  have  a  real  reason,  a  real  urgency 
that  requires  it. 

Let  us  take  up  the  next  clause  under  Section  4. 

4.  Commission  men.  (Terminal  Problems.) 
Let  us  discuss  Clause  a.  Has  the  commission  basis  of  one  per 
cent,  fixed  by  the  Grain  Corporation  been  the  cause  of  diverting 
any  business  from  the  established  commission  houses?  Has  any 
commission  man  got  a  grievance  against  the  Corporation  for  its 
one  per  cent,  rule   ? 

Mr.  Carkener  of  Kansas  City.  ' 

Mr.  Carkener — I  do  not  think  that  the  commission  basis  of 
one  per  cent,  has  diverted  any  business  from  the  regular  market. 
That  has  been  our  commission  rate.  Business  has  been  very 
light,  due  to  the  short  crop  primarily,  but  I  think  the  fact  that 
the  Grain  Corporation  maintained  that  commission,  which  is  the 
maximum  commission  in  that  market,  is  a  very  good  thing  for  the 
commission  men. 

The  Chairman — Then  it  very  evidently  resulted  favorably 
for  the  established  commission  men  ? 

Mr.  Carkener — I  did. 
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The  Chairman — Does  anybody  differ  from  that  view? 

Mr.  Smith — Mr.  Chairman,  the  Grain  Corporation  has  not 
been  charging  one  per  cent,  in  Texas.  A  farmer  or  a  country 
elevator  man  or  a  scoop  shoveler  or  anybody  else  could  have  a 
car  of  wheat  on  the  track  and  the  zone  agent  has  on  application 
from  the  owner  of  that  car  of  wheat  directed  it  to  be  shipped 
to  a  certain  mill  and  there  has  been  no  charge  assessed  against 
that  car  of  wheat  by  the  Grain  Corporation.  I  was  rather  peculi- 
arly situated.  Mr.  Kelso,  who  is  associated  with  my  business, 
had  the  direction  of  Texas  wheat  under  his  supervision  for  a 
while,  and  I  asked  him  after  a  few  days  out  there  that  he  charge 
one  per  cent,  for  directing  this  wheat  but  he  said  he  had  no  such 
instructions  and  all  the  wheat  in  Texas  was  directed  to  the  mills 
and  nobody  paid  anything  for  the  direction.  I  think  that  was  the 
basis  for  my  friend  demons'  contention  that  that  practice  should 
be  continued  as  regards  the  country  elevators. 

The  Chairman — I  think  you  are  talking  on  a  subject  a  little 
bit  in  advance  of  its  place  in  our  programme. 

Mr.  Smith — I  do  not  want  to  do  that,  but  this  has  affected 
my  business  very  materially  and  I  want  to  interpose  a  protest. 

The  Chairman — I  should  say  that  you  are  talking  about  the 
basis  of  directed  wheat,  discussed  under  the  country  dealer 
problems. 

Mr.  Smith — It  says  here,  loss  of  income  on  directed  wheat. 
That  is  the  very  next  line. 

The  Chairman — For  commission  men. 

Mr.  Smith — I  am  in  the  storage  business  and  I  am  in  the 
grain  business  and  the  commission  business  and  I  am  in  the 
milk  business.  In  fact,  it  takes  a  half  dozen  functions  in  my 
business  to  make  a  living  right  now.  I  am  not  starving  to 
death,  by  any  manner  of  means,  but  there  has  been  no  one 
per  cent,  charged  up  by  the  Grain  Corporation  in  Texas  on 
directed  wheat. 

The  Chairman — On  directed  wheat? 

Mr.  Smith — Yes,  on  directed  wheat. 

The  Chairman — Nor  anywhere  else.  I  mean  has  the  com- 
mission received  on  consignments  in  the  terminal  markets 
diverted  any  business  from  established  commission  houses? 
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Mr.  Smith — I  know  the  Grain  Corporation  prevented  any 
consignments  to  Ft.  Worth.  \We  would  have  been  glad  to  have 
done  that  business  and  had  plenty  of  shippers  glad  to  ship  to 
us,  but  they  were  advised  they  could  not  send  it  to  Ft.  Worth, 
but  had  to  send  it  to  Galveston  or  Kansas  City  or  some  other 
market. 

The  Chairman — That  is  exactly  the  fact,  they  could  con- 
sign it  anywhere  they  wanted  to. 

Mr.  Smith — I  have  letters  from  the  Grain  Corporation  to 
individuals  saying  they  had  no  right  to  direct  to  Ft.  W^orth. 

The  Chairman — That  is  under  the  urgency  of  milling  need, 
but  he  could  also  consign  it  to  Ft.  Worth  if  he  had  the  right 
to  consign  it  to  Kansas  City  or  elsewhere. 

Mr.  Smith — Your  letter  said  they  could  not  do  that. 

The  Chairman — No,  I  think  you  misapprehend  the  situa- 
tion. 

Mr.  Clemons — I  arise  to  state,  after  listening  to  the  dis- 
cussion between  you  and  Mr.  Smith,  that  I  have  asked  the 
zone  agent  at  Kansas  City  to  give  me  instructions  to  ship  wheat 
to  the  terminal  elevators  at  Ft.  Worth  and  I  have  not  gotten 
that. 

The  Chairman — No,  I  think  you  misapprehend  the  situa- 
tion. 

Mr.  Clemons — I  asked  for  information,  my  request  being 
brought  out  by  the  discussion  between  you  and  Mr.  Smith.  I 
asked  the  zone  agent  at  Kansas  City  to  give  me  instructions  to 
ship  wheat  to  the  terminal  elevators  at  Ft.  Worth,  but  did  not 
get  them. 

The  Chairman — No,  we  had  no  object  in  putting  wheat 
into  terminal  elevators  at  Ft.  Worth;  we  had  an  object  in  put- 
ting wheat  into  the  mills. 

Mr.  Clemons — Our  idea  in  sending  it  to  Ft.  Worth  was  that 
there  would  have  been  a  commission  for  us.  I  would  have  sent 
it  there  for  Mr.  Smith  to  handle  for  me  on  a  commission,  but, 
of  course,  we  had  to  sell  that  wheat  to  a  mill. 

Mr.  Smith — Under  the  direction  of  the  Grain  Corporation. 

The  Chairman — And  that  mill  would  have  brought  it  on 
the  basis  of  the  Kansas  City  or  Galveston  price  less  freight 
to  the  point  at  which  it  bought  it,  and  that  left  no  field  for  him 
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to  swing  wheat  to  Ft.  Worth.  The  wheat  would  have  netted 
more  if  shipped  direct  to  Galveston  or  Kansas  City.  Is  not  that 
the  situation? 

Mr.  Smith — No,  sir. 

The  Chairman — All  right,  enlighten  me. 

Mr.  Smith — My  complaint  is  that  from  the  stations  in  Texas 
to  Ft.  Worth  in  Texas  wheat  can  be  shipped  to  Ft.  Worth  and 
then  deadheaded  to  Galveston  and  the  cost  will  not  be  any 
greater  than  if  it  were  shipped  directly  to  Galveston.  Mr.  dem- 
ons could  have  shipped  his  wheat  to  me  as  he  has  shipped  it  in 
the  past  to  Kansas  City  and  I  would  have  looked  after  it  and 
looked  after  the  grading  for  a  commission  of  one  per  cent,  or 
possibly  less,  but  Mr.  demons  has  been  denied  that  privilege 
the  entire  season  and  I  have  been  denied  the  possible  profit  in 
handling  of  his  wheat  by  the  Grain  Corporation.  I  don't  come 
up  here  to  fuss  about  it ;  I  came  up  in  the  hope  that  that  bar- 
rier can  be  removed  for  the  coming  season.  He  could  get  the 
Galveston  price  whenever  the  wheat  comes  from  any  common 
point  of  the  territory  in  Texas.  I  completed  last  July  a  750,000 
bushel  elevator  addition  to  my  plant  on  which  I  have  a  12^  cent 
insurance  rate,  without  the  sprinkler  system,  and  there  is  talcum 
powder  still  on  the  belts  of  that  elevator.  They  have  never  been 
turned  simply  because  Ft.  Worth  has  been  denied  the  privilege 
of  concentrating  or  handling  wheat  except  on  direct  shipments 
from  the  producer  or  the  country'  merchant  or  the  scoop  shov- 
eler  or  anybody  who  happens  to  have  a  car  of  wheat,  which 
direction  was  made  by  the  corporation  without  any  charge  what- 
ever to  the  owner  of  the  wheat. 

The  Chairman — I  think  that  is  hardly  a  fair  statement  or 
the  right  way  to  put  it. 

Mr.  Smith — I  want  to  be  fair  because  I  am  up  here  at  the 
mercy  of  the  Court  trying  to  get  the  wheels  to  turn  in  that  new 
addition  to  my  elevator.  Rather  than  throw  any  stumbling  blocks 
in  the  way  of  the  Grain  Corporation  I  would  be  perfectly  will- 
ing to  eliminate  myself  as  a  factor  in  every  way,  but  when  I 
see  other  markets  afforded  an  opportunity  to  do  business  and 
continue  doing  business  and  my  market  is  absolutely  prohibited 
to  me  I  just  plead  the  privilege  of  interposing  my  protest  against 
that.  There  is  no  more  field  for  shipping  wheat  to  Ft.  Worth 
than  to  Kansas  City  but  there  is  equally  as  great  a  reason  for 
shipping  to  Fort  Worth  as  there  is  to  Kansas  City.     The  same 
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rates  for  through  routing  apply  via  and  through  Fort  Worth 
from  Nebraska,  Missouri,  Kansas,  Oklahoma,  New  Mexico, 
Illinois,  Indiana,  Arkansas,  Tennessee,  Kentucky,  North  and 
South  Dakota  and  Minnesota  for  export  and  to  Old  Mexico 
for  export  and  for  domestic  use  throughout  the  State  of  Texas, 
which  is  as  large  as  any  other  four  States  in  the  Union  and  com- 
prises more  than  one-eleventh  of  the  area  of  the  United  States, 
and  if  I  may  be  permitted  to  say  so  Fort  Worth's  situation  as  a 
concentrating  and  distributing  center  has  been  sadly  overlooked. 
I  do  not  come  here,  Mr.  Barnes,  in  an  antagonistic  spirit  at 
all.  The  Lord  knows  I  don't  feel  that  way.  I  am  willing  to 
eliminate  myself  entirely.  Unfortunately  I  am  a  member  of  a 
corporation  that  has  a  very  large  investment  at  Fort  Worth  and 
we  have  facilities  that  your  Administration  needs  and  I  just 
want  recognition  granted  them. 

The  Chairman — Your  field,  as  outlined,  is  certainly  quite 
promising. 

Mr.  Smith — I  think  that  if  Mr.  Hall  can  receive  consign- 
ments from  Kansas  City  and  charge  one  per  cent,  for  handling 
them  that  Fort  Worth  should  be  entitled  to  receive  consign- 
ments from  Texas  and  at  least  Southern  Oklahoma.  Those 
privileges  have  been  denied  us  and  in  that  way  our  income  has 
been  restricted  by  directed  wheat,  has  been  restricted  by  the 
Corporation's  failure  to  charge  one  per  cent,  in  that  territory. 

The  Chairman — The  volume  of  wheat  last  year  after  July 
and  August  was  so  nearly  equal,  that  is  the  supply  and  demand 
were  so  nearly  equal,  that  it  was  necessary  to  direct  shipments  di- 
rectly to  the  mills  and  cut  out  such  interior  points  as  Fort  Worth. 
You  say  Fort  Worth  should  be  allowed  to  receive  consignments 
and  collect  a  one  per  cent,  brokerage,  but  before  we  reached  the 
point  at  which  we  were  obliged  to  direct  or  assume  direction  of 
all  country  wheat  there  was  a  time  when  wheat  was  open  to  every 
country  dealer  to  consign  his  wheat  where  he  pleased.  There 
was  no  object  in  shipping  it  to  Fort  Worth.  There  was  no 
object  in  shipping  wheat  to  Fort  Worth  unless  there  was  estab- 
lished there  a  buying  basis  by  the  Grain  Corporation.  Is  not 
that  the  point? 

Mr.  Smith — No,  because  we  have  our  transfer  privilege. 
The  Galveston  basis  prevails  at  Fort  Worth.     The  mills  of  Texas, 
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left  to  their  natural  inclination,  would  concentrate  their  wheat  at 
Fort  Worth  for  future  grinding,  because  their  rates  apply  or, 
rather,  through  rates  apply  from  all  the  territory  west  of  a  line 
running  north  and  south  from  Chicago  to  New  Orleans  via  Fort 
Worth  to  their  mills  with  no  penalty  for  stopping  at  Fort  Worth 
for  storage  or  handling. 

Fort  Worth  should  be  permitted  to  handle  the  wheat  that  in 
the  very  natural  movement  has  to  pass  through  Fort  Worth. 
We  should  be  permitted  to  handle  it  at  Fort  Worth  on  the  same 
basis  that  the  merchant  at  Kansas  City  or  St.  Louis  handles  wheat 
that  naturally  flows  towards  those  markets.  We  have  at  Fort 
Worth  capacity  for  4,400,000  bushels  storage  but  we  have  not 
as  low  a  freight  rate  as  is  accorded  the  Indiana  market.  Our 
insurance  rate  is  low.  We  have  no  trouble  in  getting  insurance 
to  our  capacity  at  Fort  Worth.  Any  one  of  two  or  three  insur- 
ance companies  will  take  any  policy  risk  that  my  houses  would 
require  if  filled  with  wheat  at  any  time.  The  L.  L.  &  G.  would 
take  a  couple  of  million.  The  Royal  would  take  a  couple  of  mil- 
lion. They  advised  me  to  that  effect  repeatedly.  They  would 
take  it  at  a  rate  of  12^  cents  in  my  concrete  storage  house  and 
at  133^  cents  in  my  steel  and  concrete  storage  house  and  I  just 
want  Fort  Worth  put  on  the  map  so  we  can  concentrate  wheat 
there  and  then  move  it  to  the  mills  or  for  export  under  your 
direction.  I  have  never  attempted  to  ship  a  bushel  of  wheat  to 
any  one  where  I  did  not  first  ask  permission  to  ship  it  and  T 
have  asked  permission  to  have  wheat  consigned  to  me  and  let  me 
mix  it  or  charge  one  per  cent,  for  looking  after  the  shipper's 
interest  and  I  have  been  refused. 

The  Chairman — You  are  in  the  same  predicament  as  others 
with  a  wider  territory. 

Mr.  Smith — We  have  a  wide  territory.  You  can  travel  two 
days  and  nights  on  the  fastest  train  and  not  get  across  the  State 
of  Texas. 

Mr.  EcKHARDT — Speaking  to  the  line  designated  as  a,  has  the 
commission  basis  of  one  per  cent,  diverted  business  from  our 
commission  houses.  It  is  very  difficult  to  say  whether  that  has 
added  or  taken  away  any  business  from  the  commission  houses. 
Surely  the  fact  that  the  Grain  Corporation  established  a  one  per 
cent,  commission  on  wheat  that  we  handle  give  quite  a  leverage  to 
the  commission  houses.  That  cannot  be  denied.  There  was  quite  a 
volume  of  wheat  that  came  from  Illinois  to  Chicago  and  it  was 
handled  and   reflected  great  satisfaction   to  the  country  trade. 
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After  December  31  or  before  that  there  was  a  gradual  loss  of 
business  because  the  stock  was  small,  but  beginning  with  Decem- 
ber 1st,  under  the  regulation  of  the  Food  Corporation  that  fixed 
the  rule  that  wheat  must  be  handled  on  the  local  rate  plus  the 
shipping  charges  I  will  say  no  business  came  from  the  Chicago 
station  because  Chicago  is  ruled  entirely  by  shipments  via  our 
territory.  We  were  handicapped  to  the  extent  that  the  local  rate 
was  higher  than  the  proportion  of  the  through  rate  via  Chicago. 
It  seems  to  us  that  is  hardly  fair  and  we  do  not  believe  that 
basis  should  continue.  I  do  not  know  that  I  am  talking  directly 
to  this  point. 

The  Chairman — We  will  give  you  a  chance  a  little  later  as 
to  that. 

Mr.  EcKHARDT — As  I  said  before,  talking  directly  to  this 
question,  whether  we  have  lost  business  on  account  of  that  rate, 
I  would  say  there  was  some  business  came  to  the  commission 
houses  because  that  rate  was  established  by  the  Corporation,  and 
that  is  very  simple  because  I  think  the  man  in  the  country  was  in 
the  habit  and  accustomed  to  using  certain  commission  houses  and 
continued  to  do  business  through  the  ordinary  channel  and  be- 
cause he  was  satisfied  from  previous  knowledge  that  his  business 
would  be  taken  care  of. 

The  Chairman — I  think  on  Clause  a  we  can  shorten  that. 
We  have  not  handled  more  than  12  or  15  cars  in  all  our  zone 
offices,  so  there  is  no  question  about  that. 

As  to  Sub-division  1,  loss  of  income  on  directed  wheat,  I  sup- 
pose there  is  no  question  but  that  in  some  sections  the  commission 
man  has  suflfered  on  wheat  that  would  otherwise  have  moved  to 
him  wlien  he  directed  it.  As  to  directed  shipments,  I  would 
like  to  develop  the  fact  that  in  some  sections  of  the  country  even 
that  direction  has  not  taken  from  the  commission  nian  his  ex- 
pected income. 

Mr.  Ballard — I  think  that  the  subject  of  loss  of  income  on 
directed  vvheat  is  so  closely  connected  with  the  fifth  question  on 
relative  market  basis  that  you  can  consider  neither  one  first  but 
should  consider  them  together. 

The  Chairman — Develop  your  point. 

Mr.  Ballard — Last  year  an  arbitrary  price  was  fixed  at  St. 
Louis.  In  normal  conditions  a  very  large  territory  depends  on 
St.  Louis  for  its  wheat  supply.  The  capacity  of  the  territory 
near  St.  Louis  is  very  large.     I  may  say  that  the  loss  of  income 
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on  directed  wheat  from  points  very  close  to  St.  Louis  and  points 
which  were  formerly  St.  Louis  territory  has  been  considerable. 
The  terminal  dealer  has  not  got  any  revenue  out  of  it  and  the 
St.  Louis  commission  man  and  elevator  man  has  suffered  and  as 
a  result  they  have  gotten  only  a  small  proportion  of  the  volume  of 
business  they  ordinarily  handled  and  have  done  a  small  business. 
We  feel  that  if  the  crop  of  the  coming  year  should  be  a  large 
one  in  the  West,  or  an  abnormal  crop,  it  would  be  an  unjust  situa- 
tion. There  is  a  feeling  amongst  our  people  that  that  is  an  unjust 
situation  and  they  are  chafing  under  it  and  this  is  largely  due  to 
the  fact  of  the  arbitrary  price  fixed  at  St.  Louis. 

The  Chairman — That  is,  you  feel  that  with  the  rate  5.4  cents 
between  Kansas  City  and  St.  Louis  that  a  3  cent  basis  over  Kan- 
sas City  has  unfairly  curtailed  your  natural  territory?  That  is 
your  principal  objection  to  Kansas  City? 

Mr.  Ballard— Yes,  we  are  losing  business  at  nearby  points 
that  in  the  past  came  to  St.  Louis  that  we  controlled  under  this 
freight  differential  basis. 

The  Chairman — Let  me  ask  for  a  direct  answer  to  Clause  a, 
Section  5  and  that  is  if  a  stabilized  price  basis  is  necessary  could 
all  terminals  agree  on  a  relative  basis  between  them  ? 

Mr.  Ballard — I  doubt  it  very  much. 

The  Chairman — Your  point  is  that  the  relative  difference  be- 
tween markets  will  have  to  be  decided  by  some  one  who  weighs 
this  argument  pro  and  con  and  arrives  at  a  conclusion  ? 

Mr.  Ballard — I  think  so. 

The  Chairman — But  you  want  to  urge  that  the  present  basis 
is  a  curtailment  of  your  natural  territory? 

Mr.  Ballai^d — Yes. 

Mr.  Sager — Can  we  now  discuss  Qause  5  ? 

The  Chairman — Unless  some  one  else  wants  to  couple,  as 
Mr.  Ballard  thought  he  should,  Clause  4  and  Clause  5,  you  will 
confine  yourself  to  Clause  4. 

Mr.  Gordon — With  reference  to  this  one  per  cent.,  I  do  not 
think  that  has  diverted  any  business  from  the  commission  mer- 
chant, but  I  do  think  that  the  wheat  being  diverted  from  our 
market  has  hurt  our  market  more  than  anything  else.     For  in- 
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stance,  when  we  first  went  under  the  Food  Administration  we 
got  a  good  consignment  of  wheat  from  Northwestern  Missouri, 
wheat  tliat  naturally  belongs  to  St.  Joseph  and  always  was  shipped 
there  because  the  rates  were  lower.  That  is  the  principal  rea- 
son. But  after  the  wheat  began  to  move  pretty  freely  the  people 
up  in  that  country-  got  an  order  from  St.  Louis  that  they  be- 
longed in  the  St.  Louis  zone  and  therefore  they  must  ship  to  St. 
Louis.  We  are  right  on  the  Missouri  River  and  our  principal 
territory  is  in  that  corner,  consequently  we  lost  all  that  business. 
They  were  compelled  to  ship  to  St.  Louis.  Unless  the  farmer 
ships  his  own  wheat  occasionally,  we  would  naturally  get  his  car 
of  wheat  because  he  would  ship  that  to  St.  Joseph  for  less  money. 
Later  on  you  diverted  the  wheat  west  of  the  river  to  the  mills, 
consequently  we  have  had  no  wheat  this  last  season  since  they 
began  to  give  orders  to  have  the  wheat  shipped  directly  to  the 
mill  from  the  originating  points. 

The  Chairman — You  felt  that  loss  at  once? 

Mr.  Gordon — At  once,  yes.  Of  course,  if  it  goes  on  that 
way  with  the  new  crop  we  won't  have  any  business. 

But  I  do  find,  by  discussing  it  with  shippers,  that  they  are 
satisfied  to  pay  one  per  cent,  commission.  They  are  satisfied 
perfectly  with  that  and  they  prefer  to  ship  their  wheat  to  terminal 
markets  rather  than  to  ship  it  to  the  mills  direct  and  pay  the  one 
per  cent,  if  permitted  to  do  so. 

The  Chairman — I  will  be  very  glad  if  conditions  develop  so 
they  can  again  do  so,  but  I  do  want  to  hear  that  in  the  Northwest 
because  of  financial  conditions  that  even  the  exercise  of  the  right 
of  direction  did  not  cause  them  their  loss  of  commission,  am  I 
right  in  that? 

Mr.  Newell — We  lost  out  on  account  of  our  way  of  doing 
business  in  the  past.  The  fellows  have  been  so  suspicious  of 
each  other  that  if  anybody  we  were  financing  wanted  to  ship  to 
a  mill  up  there  without  a  commission  they  would  ship. 

The  Chairman — You  think  you  got  your  commissions  on 
most  of  them,  any  way? 

Mr.  Newell — On  what? 

The  Chairman — On  most  of  that  directed  wheat  ? 

Mr.  Newell — No,  we  never  did. 

The  Chairman — Never  in  the  past? 
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Mr.  Newell — Once  in  awhile  we  have  a  customer  conscien- 
tious enough  to  send  us  a  commission  on  account  of  our  financ- 
ing him,  but  that  is  very  seldom. 

Mr.  Moore  (Kansas  City) — Are  you  discussing  Section  2  of 
Clause  4  on  Terminal  Buying? 

The  Chairman — Not  yet.  We  are  on  Section  1  of  Clause 
4,  which  relates  to  loss  of  income  on  directed  wheat.  I  had  quite 
a  different  impression  about  the  Northwest. 

Mr.  Benson — I  think  you  are  partially  correct.  Where  we 
have  agreements  with  the  shippers  to  finance  them  and  they 
agree  to  give  us  a  certain  percentage  of  the  business  we  permit 
them  to  ship  out  to  mills  and  we  usually  get  our  commission  even 
though  the  shipment  be  diverted  to  some  interior  mill  or  any 
other  mill.  So  we  get  a  portion  of  it,  anyway,  and  we  have  found 
the  very  finest  co-operation  on  the  part  of  your  zone  manager, 
Mr,  Carey,  and  we  are  well  satisfied.  We  did  lose  a  lot  of  busi- 
ness before  this  was  put  in  effect.  The  local  mills  got  in  opera- 
tion and  we  did  not  see  any  of  it.  But,  taken  as  a  whole,  we  are 
pretty  well  satisfied. 

The  Chairman — I  suppose  that  conditions  in  other  sections 
are  so  different  from  the  Northwest  that  you  have  a  hold  on 
shipments  that  you  cannot  finance.  That  does  not  seem  to  be 
the  practice  elsewhere  so  it  is  hardly  a  fair  comparison.  Is  not 
that  right?  (No  response.)  Shall  we  move  to  Clause  2  of 
Section  4? 

Mr.  MooRE  (Kansas  City) — There  were  a  certain  class  of  firms 
in  Kansas  City  who  lost  a  great  deal  of  their  market  by  the  fact 
that  they  have  been  deprived  of  their  commissions  on  mill  buying. 
We  would  like  very  much — I  am  speaking  for  a  number  of  firms 
in  Kansas  City  who  have  been  doing  this  buying,  to  have  the 
privilege  restored  and  to  be  permitted  to  charge  a  reasonable 
commission  for  this  service.  In  that  way  we  would  get  the 
mill  trade  and  it  would  not  go  into  a  terminal  stock  but  to  a 
direct  transfer.  The  people  whom  I  represent  get  some  income 
from  this,  not  so  large  a  percentage  as  the  others.  Our  in- 
come during  the  crop  year  ending  last  July  from  this  source  was 
about  20  per  cent,  of  our  gross  income. 

The  Chairman — Your  view  is  that  the  mills  have  not  been 
willing  to  pay  any  terminal  commission  for  assistance  in  for- 
warding the  grain  out  of  these  terminals  to  them? 
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Mr.  Moore  (Kansas  City) — They  have  in  some  cases  but  the 
way  it  has  been  handled  during  the  past  year  they  have  not 
gained  anything  by  it. 

The  Chairman — Are  conditions  in  any  other  market  differ- 
ent from  that? 

Mr.  EcKHAKDT — This  class  of  buying  on  mill  orders  is  rep- 
resented pretty  freely  also  in  the  Chicago  market;  in  fact,  it 
constituted  part  of  the  competitive  buying  in  all  seasons  of  the 
year.  I  think  I  may  fairly  say  that  practically  75  per  cent,  of 
that  class  of  buying  has  been  eliminated  from  the  market  lately, 
excepting  by  those  who  have  a  certain  amount  of  the  milling  trade 
and  who  have  been  able  through  some  of  these  orders  to  make 
requisitions  on  the  Food  Corporation.  But  it  is  an  incidental 
business  with  them.  People  who  have  made  a  specialty  of  it 
are  practically  out  of  business. 

The  Chairman — Has  there  been  a  field  developed  any- 
where that  the  mills  to  whom  shipments  were  ordered  would 
pay  a  commission  for  assistance  in  the  forwarding?  Has  any 
market  been  developed? 

Mr.  Hayward — I  think  it  might  be  well  to  take  this  into  con- 
sideration. I  do  not  think  during  the  past  year  that  the  miller 
has  had  any  serious  objection  to  paying  the  commission. 

The  Chairman — Well,  the  practical  working  out  seems  to 
me  that  it  has  developed  no  field  of  income  for  the  commission 
man,  or  a  very  small  one. 

Mr.  Hayward — Yes.  As  I  understand  conditions,  if  the  com- 
mission merchant  for  instance  in  Baltimore,  originates  wheat  in 
the  country  and  is  directed  to  forward  that  to  a  particular  mill 
he  is  entitled  to  a  commission  of  one  cent  per  bushel.  Is  that 
correct?  H  he  does  not  originate  it  he  has  nothing  to  do  with 
the  commission.  So  it  seems  that  to  some  extent  they  are  pro- 
tected, li  they  originate  it  then  they  ought  to  have  the  commis- 
sion. But  I  want  to  reiterate,  so  far  as  my  knowledge  goes,  there 
has  been  no  disposition  at  all  not  to  pay  the  commission  on  the 
part  of  the  mills.  I  do  not  think  any  miller  has  objected  to 
pa}ing  the  commission. 

The  Chairman — Possibly  it  is  only  right  to  explain  that  there 
has  hardly  been  a  fair  basis  for  that  class  of  business  because 
there  has  been  no  accumulation  in  primary  markets  from  which 
to  order  to  the  mill. 
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Mr.  Moore  (Kansas  City) — One  point  I  would  like  to  speak 
of  in  the  Kansas  City  market.  Take  from  after  the  crop  started 
to  move  and  the  receipts  are  liberal,  if  this  privilege  of  buying 
wheat  were  allowed  to  the  mills  through  commission  men  it  would 
relieve  the  Grain  Corporation  of  its  ordinary  competition  in 
handling  this  wheat  and  would  relieve  it  of  the  labor  of  running 
it  through  its  books  and  receiving  and  paying  for  it  at  the  mill. 
It  was  thought  that  perhaps  in  this  manner  a  portion  of  the 
Administration  feature  would  be  waived  or  eliminated  in  view 
of  the  fact  that  the  wheat  was  not  handled  by  the  Grain  Cor- 
poration ;  in  other  words,  if  we  simplified  the  handling  in  the 
transaction  and  it  would  not  cost  any  one  any  more  money.  Of 
course,  that  does  not  apply  in  the  case  of  wheat  that  is  stored.  It 
would  simply  be  a  means  of  taking  out  the  surplus  at  the  ter- 
minal markets  when  conditions  justified  it. 

Mr.  Stratton — In  answer  to  that  question  as  to  the  loss  of 
income  on  terminal  buying,  I  believe  the  mills  have  paid  a  com- 
mission in  Milwaukee  to  shippers  who  have  insisted  in  forward- 
ing their  wheat,  but  I  do  not  think  it  has  been  at  the  rate  of  one 
per  cent,  but  a  lower  rate.  However,  they  have  paid  a  certain 
commission. 

The  Chairman — Has  that  been  generally  done? 

Mr.  Stratton — Not  to  any  large  extent  because  we  do  not 
handle  a  great  deal  of  wheat  in  Milwaukee,  but  it  has  been  done 
to  some  extent. 

Mr.  Perrine — Under  the  rule  of  the  Stock  Board  for  buying 
and  shipping  wheat  it  means  that  the  commission  should  be  one 
per  cent,  per  bushel.  Under  normal  conditions  quite  a  good 
business  is  done.  Among  a  certain  number  of  commission  men 
they  net  pretty  good  results  but  at  the  present  time  we  are  prac- 
tically iDarred  from  it.  I  think  one  agent  said  we  could  do  it 
for  half  a  cent  a  bushel  but  that  being  a  violation  of  our  own 
rules  practically  nothing  has  been  done  for  some  time  and  there 
are  quite  a  number  of  mills  East  of  Chicago  and  in  Michigan, 
Indiana  and  Ohio  who  naturally  do  object  when  they  have  to  ship 
wheat  from  Chicago  through  commission  merchants.  If  we  have 
a  crop  that  we  anticipate  I  think  that  business  would  amount  to 
considerable  if  we  are  allowed  to  do  it  under  our  commission  rate 
of  one  cent  a  bushel. 
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The  Chairman — Is  there  any  other  angle  to  this  clause  2  of 
Section  4? 

Now  as  to  Clause  3,  Has  the  business  generally  earned  a  fair 
return?  In  other  words,  have  the  commission  men  generally 
made  a  fair  return  this  year  or  have  they  suffered? 

Mr.  Clark — I  think  the  commission  men  in  Kansas  City 
will  see  daylight  on  the  year's  work.  That  does  not  come  from 
the  wheat  business  by  any  manner  of  means  because  we  had  a 
large  crop  of  corn  in  our  country.  Corn  particularly  was  a 
rather  uncertain  quantity  because  of  its  quality  so  the  buying 
was  reduced  to  a  minimum,  which  is  very  unusual  in  handling 
corn.  In  other  words,  it  was  handled  at  a  much  larger  expense 
than  the  movement  heretofore.  I  think  the  losses  on  wheat 
there  the  latter  part  of  last  year  have  been  made  up  by  a  good 
movement  in  corn  and  in  commissions  earned  so  far  this  year 
and  we  will  get  through  with  expenses  paid  and  something  to 
the  good. 

Mr.  Sager — I  think,  talking  to  the  question  as  to  the  net  re- 
turn for  the  year  to  the  commission  men,  we  must  not  lose  sight 
of  the  fact  that  our  returns  this  year  being  based  as  they  are  on 
the  percentage  of  the  selling  price  have  been  very  much  larger 
than  they  would  have  been  in  years  when  normal  prices  for 
coarse  grains  prevailed.  I  think  that  is  something  we  must  not 
lose  sight  of  in  considering  the  net  returns  coming  to  the  com- 
mission men.  The  high  price  prevailing  for  corn  and  the  fact 
that  it  was  of  such  a  poor  quality  that  it  could  not  to  a  very  con- 
siderable degree  be  sold  for  a  rise  and  therefore  it  was  neces- 
sarily consigned  on  the  market  had  much  to  do  with  the  profits 
made  in  that  particular  operation.  The  high  price  of  corn  and 
the  high  price  prevailing  for  barley  and  oats  have  made  the  net 
result  for  the  year  to  the  commission  men  very  satisfactory,  their 
returns  being  based  on  a  percentage  of  value  much  more  satis- 
factory than  we  apprehended  early  in  the  season  would  be  the 
case,  because  as  Mr.  Eckhardt  started  to  elaborate  and  you  said 
he  should  have  an  opportunity  to  present  it  later  our  wheat  busi- 
ness has  been  almost  entirely  taken  away  from  us  in  Chicago 
partly  by  reason  of  taking  away  of  our  proportional  billing  privi- 
leges and  by  reason  of  our  unfortunate  price  adjustments.  That 
makes  Chicago  no  longer  desirable  as  a  market  for  wheat  in  that 
vicinity. 
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But  on  account  of  the  good  price  for  corn  and  barley  and  oats, 
on  which  our  percentage  is  figured,  I  think  the  year  has  been 
moderately  satisfactory  to  the  commission  men  in  Chicago. 

Mr.  EcKHARDT — Take  the  year  1917  and  comparing  it  with 
the  years  1915  and  1916  the  net  returns  surely  are  quite  satis- 
factory, so  far  as  our  business  is  concerned. 

To  give  you  a  better  illustration  of  what  Mr.  Sager  stated  in 
reference  to  earnings  on  a  percentage  basis  rather  than  a  rate  per 
bushel,  or  three-quarters  of  a  per  cent,  per  bushel  on  the  various 
kinds  of  grain,  they  say  our  business  in  1917  in  the  number  of 
carloads  was  just  three  cents  of  what  it  was  the  year  before,  and 
that  year  before,  1916,  was  what  I  call  a  very  poor  year.  We 
barely  scratched  out  even.  Some  satisfactory  earnings  in  1917 
are  wholly  due  to  the  fact  that  we  were  able  to  earn  a  satisfactory 
commission. 

Mr.  Price — Is  that  word  "earned"  just  the  right  word?  I 
speak  from  the  farmers'  standpoint. 

Mr.  Sager — I  would  suggest  that  our  farmer  friend  engage 
in  the  commission  business  for  a  season.  I  am  sure  he  would 
then  say  it  was  rightly  used. 

The  Chairman — That  question  has  been  under  dispute  to  my 
certain  knowledge  for  30  years.  Are  there  any  other  points  in 
which  the  commission  men  have  a  different  story  to  tell  ? 

Mr.  Newell — We  certainly  have  a  different  story  to  tell. 
We  will  come  out  away  behind  the  lighthouse,  unless  we  are 
fortunate  enough  to  even  up  in  Minneapolis  where  we  handle  a 
certain  amount  of  coarse  grain.  As  far  as  Duluth  is  concerned 
we  are  all  in  a  hole. 

Mr.  Smith — Mr.  Barnes,  the  Fort  Worth  people  have  made 
some  money  this  year.  We  have  been  able  to  exceed  our  quota 
on  every  Liberty  Bond  issue  and  we  have  been  able  to  contribute 
to  the  Red  Cross. 

The  Chairman — I  think  we  have  developed  this  commission 
subject  enough  to  give  us  a  general  idea  that  there  have  been 
some  losses  on  wheat  but  that  the  coarse  grains  have  made  that 
good. 

I  am  going  to  suggest  that  as  it  is  now  half  past  ten  that  we 
start  fresh  in  the  morning  on  the  next  subject,  which  is  No.  5 
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under  Terminal   Problems,   and   relates   to   the   relative   market 
basis.     Or  can  we  say  9:30  in  the  morning? 

Mr.  Mullen — As  a  personal  privilege  I  want  to  make  a  cor- 
rection for  the  record.  I  simply  desire  to  say  I  made  the  state- 
ment that  we  had  not  stored  any  wheat  for  ten  years.  I  remem- 
ber now  that  in  two  or  three  of  our  small  elevators  we  did.  I 
would  like  to  make  that  correction. 

The  Chairman — Very  well.     That  will  appear  in  the  record. 

Adjourned  until  9:30  A.  M.,  May  1,  1918. 


New  York,  May  1,  1918. 
9:30  A.  M. 

Conference  Resumed. 

The  Chairman — Gentlemen,  it  is  very  evident  that  to  finish 
this  programme  and  have  the  discussion,  it  is  absolutely  nec- 
essary that  all  of  you  must  make  an  effort  to  speak  as  promptly 
and  directly  and  concisely  to  each  point  as  possible.  Let  us  save 
every  moment  in  the  discussion  that  we  have  that  we  can  and  still 
have  a  frank  and  full  presentation  of  every  side  of  the  various 
subjects  involved. 

We  left  oflF  last  night  having  finished  our  discussion  of 
Article  4,  Commission  men.  under  Section  II,  Terminal  Prob- 
lems. 

5.  Relative  Market  Basis  (Terminal  Problems). 

I  think  it  will  at  once  occur  to  all  that  any  discussion  of  the 
relative  market  basis  will  lead  to  no  definite  agreement  between 
these  markets.  My  suggestion  is,  if  you  are  willing,  and  if  not 
we  would  like  to  hear  from  you,  to  leave  this  question  with  our 
assurance  that  if  the  Food  Corporation  operates  as  a  going  com- 
mercial concern  as  it  has  this  year  that  we  will  take  up  this 
relative  market  basis  and  try  to  reach  a  fair  decision  for  all. 
But  you  must  be  satisfied  with  the  knowledge  that  no  settlement 
can  be  made  which  will  exactly  satisfy  the  claims  of  every  mar- 
ket. We  have  got  to  be  as  fair  as  we  can.  Have  you  any  com- 
ment on  that? 

Mr.  Sager — In  passing  upon  the  consideration  of  this  very 
important  and  far  reaching  question  we  are  temporarily  de- 
laying the  presentation  of  what  Chicago  believes  is  the  greatest 
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hardship  that  market  has  operated  under  during  the  past  year 
in  connection  with  the  Government  control  of  wheat  movement 
and  wheat  prices,  and  while  I  defer  to  your  judgment  in  post- 
poning consideration  of  the  matter  I  do  wish  to  say  that  the  Chi- 
cago market  has  felt  that  under  the  arrangement  prevailing  dur- 
ing the  past  year  we  have  been  very  seriously  and  very  ad- 
versely affected  by  what  we  consider  an  unfair  and  inequitable 
price  differential  arrangement.  We  recognize  that  the  judg- 
ment of  the  Food  Administration  officials  as  applicable  to  the 
short  crops  prevailing  last  year  and  in  furtherance  of  their  de- 
sire to  hold  back  so  far  as  might  be  desirable  and  possible  in 
the  Western  accumulating  market  the  small  supplies  of  wheat 
available  from  last  year's  short  crop  in  order  that  it  might  be 
most  advantageously  distributed  later  probably  justified,  or  at 
least  explained,  the  attitude  of  the  Administration  in  placing 
Chicago  at  such  a  disadvantageous  arrangement  of  price  as  has 
prevailed  during  the  last  year  and,  as  experience  has  demon- 
strated, has  deprived  that  market  of  the  handling  of  any  ma- 
terial volume  of  wheat. 

We  most  earnestly  desire,  when  in  your  judgment  the  time  is 
proper  and  right,  to  fully  present  to  you  our  objections  to  the 
present  differential  as  to  trade  with  Minneapolis,  Omaha  and 
Kansas  City  markets. 

A  Member — It  is  true  that  not  all  terminals  are  agreed  on 
the  relative  basis  between  them.  But  before  there  was  a  price 
fixed  at  any  point  there  was  a  conference  between  the  terminals, 
Omaha,  Kansas  City,  St.  Louis,  and  after  canvassing  that  whole 
situation  West  of  the  Mississippi  River  some  three  or  four  days 
we  were  agreed  that  nine  cents  a  hundred  was  a  proper  basis 
to  be  observed,  so  far  as  the  prevailing  terminal  freight  rate 
adjustment  was  concerned. 

The  Chairman — That  may  be  more  or  less  true  from  a 
traffic  standpoint.  But  my  point  is  if  these  terminals  that  com- 
pete, Duluth,  Minneapolis,  Omaha,  Kansas  City,  Chicago,  St. 
Louis,  Baltimore,  Philadelphia  and  New  York,  can  agree  on  a 
relative  basis  as  reflecting  the  freight  factor  and  the  competition 
factor  that  we  should  be  exceedingly  glad  if  they  get  together 
and  present  to  us  their  agreement,  their  accord  on  that  question. 

Mr.  Carkener — I  do  not  know  who  acted  in  the  conference 
representing  Kansas  City  to  which  the  gentleman  preceding 
me  referred,  but  I  do  not  think  that  any  number  of  Kansas  City 
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grain  men  would  agree  that  nine  cents  a  hundred  or  5.4  cents  a 
bushel  for  St.  Louis  over  Kansas  City  would  be  a  fair  adjust- 
ment. I  do  not  believe  that  those  markets  can  get  together  and 
agree  on  what  would  be  a  fair  adjustment.  We  have  a  different 
viewpoint  and  I  am  of  opinion  that  would  be  settled  by  the  mar- 
kets. For  Kansas  City,  with  reference  to  this  present  adjust- 
ment, it  may  be  wise  that  the  conclusion  be  arrived  at  that  3 
cents  is  fair.  I  am  quite  positive  that  5.4  cents  over  Kansas 
City  for  St.  Louis  would  be  unfair  to  Kansas  City. 

A  good  deal  of  Omaha  territory,  especially  the  eastern  part 
of  the  State,  would  go  to  St.  Louis  because  the  differential  is  not 
9  cents  a  hundred.  That  is  true  in  a  good  deal  of  Colorado; 
all  of  the  interior  mountain  territory  goes  to  St.  Louis  at  5 
cents  a  hundred  over  Kansas  City.  The  same  is  true  in  Okla- 
homa. They  would  have  a  definite  advantage  over  us  on  the 
basis  of  a  9  cent  differential.  As  it  is,  we  have  the  first  crack  at 
our  own  territory,  Kansas  and  more  or  less  Oklahoma  and  we 
divide  Nebraska  with  Omaha.  On  any  increase  of  the  differen- 
tial to  St.  Louis  over  Kansas  City  we  would  not  be  able  to  draw 
any  wheat  out  of  the  West  from  points  as  close  to  Kansas  City 
as  Independence,  10  or  12  miles  away.  We  feel  we  are  entitled 
to  part  of  that  territory.  The  history  of  that  market  during 
the  pre-war  period  would  show  that  we  had  taken  wheat  from 
St.  Louis  territory,  for  instance  as  far  east  as  Mexico,  Mis- 
souri, in  large  quantities  and  right  along  during  certain  periods 
but  not  all  the  time.  St.  Louis  has  her  wheat  territory  the 
same  as  Chicago.  If  the  adjustment  is  fixed  as  to  Chicago  and 
St.  Louis  on  the  basis  of  9  cents  to  12  cents  a  hundred,  what 
could  we  get  out  of  Missouri  and  what  could  we  get  out  of 
Illinoi.s?  At  the  same  time,  Chicago  and  St.  Louis  could  get 
wheat  from  every  foot  of  our  territory  and  the  further  West 
you  go  the  greater  advantage  they  would  have. 

Of  course,  Kansas  City  has  unequaled  elevator  facilities,  in 
my  opinion.  We  have  a  great  deal  of  modern  concrete  storage 
which,  from  my  viewpoint,  as  well  as  from  the  viewpoint  of  the 
Food  Administration,  makes  it  the  most  economical  place  in 
which  to  accumulate  it. 

Another  thing,  we  don't  know  where  this  wheat  is  going. 
If  it  comes  to  Kansas  City  it  can  go  to  New  Orleans,  Galveston, 
St.  Louis.  Chicago  or  Louisville. 

The  Chairman — Aren't  you  arguing  the  Kansas  City  case 
a  little  fully  under  this  heading?     Haven't  you  made  it  clear 
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that  you  cannot  agree  and  that  it   must  be  referred   for  con- 
sideration later? 

Mr.  Carkener — Yes.  I  am  perfectly  satisfied  to  leave  it  for 
later  consideration,  but  St.  Louis  and  Chicago  wanted  to  argue 
the  matter. 

The  Chairman— I  don't  think  we  ought  to  argue  this  ques- 
tion except  to  make  clear  if  they  would  agree  among  them- 
selves, the  various  exchanges,  if  possible  that  that  would  be  one 
solution;  and  if  not  we  will  hold  a  reconsideration  of  this  ques- 
tion and  listen  to  all  their  arguments,  just  such  as  you  have 
presented. 

Mr.  Ballard — I  cannot  let  Mr.  Carkener's  statement  go  un- 
challenged. 

The  Chairman — I  stopped  Mr.  Carkener  from  stating  his 
point. 

Mr.  CoRNEiLSON — When  the  matter  is  under  consideration, 
Peoria  would  like  to  have  an  opportunity  to  present  its  case  as 
being  one  of  the  oldest  terminal  markets  in  the  country,  more 
favorably  situated  for  the  movement  of  Illinois  wheat  than  any 
other  market  we  know  of.  We  have  not  had  any  consideration 
heretofore  and  we  would  like  an  opportunity  to  present  our  argu- 
ments. 

The  Chairman— Your  case  is  more  a  question  of  arguing  as 
to  your  right  to  have  a  price  basis  at  all  ? 

Mr.  CoRNEiLSON — Yes.  We  want  an  opportunity  to  explain 
why  we  think  it  ought  to  be  one  of  those  terminals  which  shall 
enjoy  a  price  basis.    We  think  Peoria  is  entitled  to  that. 

The  Chairman — In  which  case  we  will  have  to  have  a  gen- 
eral convocation  of  some  15  or  20  cities. 

Mr.  CoRNEiLSON — I  must  differ  with  you  on  that  because 
Peoria  is  a  rate  breaking  point,  one  of  the  three  rate  breaking 
points  between  the  Eastern  and  Western  roads  and  it  is  differ- 
ently situated  than  other  markets  out  there  not  at  the  termini  of 
the  Eastern  and  Western  roads. 

Mr.  Linderholm — If  we  have  a  later  conference  I  ask  that 
Omaha  be  given  an  opportunity  to  present  its  side  of  the  case. 

The  Chairman — Are  you  satisfied  to  leave  Section  5  in  that 
form,  gentlemen?     (No  response). 
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Mr.  Stratton — We  are  in  a  rather  peculiar  position  on  last 
year's  adjustment,  not  being  a  price  making  market.  We  felt 
that  our  adjustment  was  hardly  fair  to  our  market  because  we 
have  only  a  very  limited  territory  from  which  we  can  draw 
supplies  from  anywhere.  Our  adjustment  as  to  trade  to 
Minneapolis  cut  us  ofT  almost  entirely.  W^e  took  the  matter  up 
with  you  at  the  time  and  did  not  question  your  judgment  then, 
that  it  was  necessary  as  fixed,  but  we  would  like  to  ask  what  will 
be  your  attitude,  providing  the  Grain  Corporation  remains  in 
business  this  year,  as  compared  with  the  present  problem  of  fix- 
ing prices? 

The  Chairman — I  don't  think  I  could  give  an  expression 
in  advance.  We  would  listen  to  such  argument  as  the  various 
communities  could  present  for  such  changes. 

Mr.  Stratton — And  there  would  be  no  prospect  of  any 
guarantee  as  expressed  in  the  President's  Proclamation.  That 
would  be  the  only  basis?  Or  do  you  think  there  will  be  any 
change  in  the  basis  ? 

The  Chairman — The  President  evidently  framed  his  guar- 
antee on  the  market  resolution  as  expressed  by  the  Corporation, 
which  was  urged  by  the  Corporation  for  consideration,  hearing 
and  argument  last  fall.  Crop  conditions  might  make  a  different 
reason  for  the  corporation  operating  on  that  basis,  whereas  the 
Government  guarantee  may  have  to  stand  as  promulgated. 

Mr.  Stratton — That  is  what  I  wanted  to  clear  up,  whether 
in  the  event  crop  conditions  justify  a  change  in  the  basis  there 
will  be  such  a  change  or  whether  the  proclamation  might  be 
changed  to  meet  that? 

The  Chairman — No,  I  do  not  believe  the  Government  guar- 
antee basis  can  be  changed.  And  if  we  operate  only  to  make 
good  the  Government  guarantee  the  probability  is  that  we  will 
have  to  operate  on  that  basis;  but  if  the  crop  is  large  enough, 
as  we  hope,  to  restore  most  of  the  individual  and  competitive 
conditions  of  market  competition  then  there  is  a  field  above  that 
guarantee  which  we  hope  these  markets  will  be  able  to  reflect 
in  their  own  competition.  The  Government  guarantee,  if  that 
is  the  foundation  of  the  market  structure,  will  more  or  less  limit 
your  competitive  field. 

Mr.  Magnuson — If  there  is  any  change  in  the  present  rating 
condition,  we  ask  that  Minneapolis  have  an  opportunity  to  be 
heard. 
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The  Chairman — Certainly.  Every  market  interest  will  have 
a  chance,  even  Duluth.  Are  you  satisfied  with  the  discvission 
of  Section  5  ?     Hearing  no  response  I  assume  you  are. 

6.     Futures  Trading   (Terminal  Problems). 

We  will  proceed  with  Section  6  and  discuss  the  question  of 
Futures  Trading.  I  think  I  may  say  as  to  wheat  on  the  start 
that  I  cannot  conceive  the  Food  Administration  reinstating  any 
means  of  speculative  trading  in  wheat;  that  they  realize  there  is 
an  obligation  to  furnish  some  kind  of  a  price  guarantee  in 
its  place,  which  was  furnished  last  year,  but  I  must  say  as  to 
wheat  if  you  have  any  views  we  will  be  glad  to  record  them 
but  I  am  quite  convinced  that  is  the  policy  of  the  Administra- 
tion and  that  it  cannot  be  deviated  from. 

But  as  to  other  grains  I  will  be  glad  to  hear  how  the  present 
method  of  reinstated  futures  trading  has  worked  and  whether  it 
is  encouraging  legitimate  business  and  any  suggestions  as  to 
alterations  that  experience  may  have  suggested. 

Mr.  White,  would  you  tell  these  gentlemen  how  the  new  plan 
is  working  in  Chicago? 

Mr.  White — The  plan  was  put  into  effect  a  few  weeks  ago 
and  has  thus  far  been  working  smoothly.  The  purpose  of  our 
Directory  Administration  is  in  line  with  the  advice  of  the  Food 
Administration,  to  limit  speculation,  to  prevent  what  Mr.  Hoover 
describes  as  vicious  speculation,  to  discourage  trading  specu- 
latively by  people  not  in  the  business,  and  in  lieu  of  exercising 
the  power  under  our  war  emergency  rule  of  putting  on  a  maxi- 
mum price  in  case  of  a  rampant  market  we  expect  to  control  it 
by  limitation  of  the  amount  which  any  firm,  corporation  or  indi- 
vidual might  buy  or  sell  in  a  speculative  way. 

The  need  of  a  market  in  which  hedging  could  be  practiced 
satisfactorily  was  demonstrated  when  we  were  without  that  kind 
of  a  market.  Without  hedging  operations  and  also  owing  to  the 
lack  of  transportation  great  embarrassment  was  felt  by  people 
handling  the  crop  which  they  were  able  to  move  and  which  they 
received  at  the  country  points.  I  heard  of  one  case  where  a 
man  required  1.'^  cars  to  take  care  of  corn  which  was  being 
pressed  upon  them  by  the  farmers.  He  obtained  one.  He 
bought  the  corn  with  which  to  load  that  car  for  $1.10  and  moved 
that  to  a  point  further  east  where  there  was  a  scarcity  and  re- 
ceived for  it  $1.70.  There  were  two  others  who  were  afraid  to 
buy,  not  only  because  they  were  unable  to  move  it  quickly  but  also 
because  they  had  no  hedging  facilities. 
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Since  the  future  market  has  been  opened  fluctuations  have  been 
very  much  reduced  and  the  fluctuations  have  been  really  less 
than  I  expected  they  would  be  when  we  opened  the  market.  A 
feeling  was  expressed  that  the  hedging  market  should  be  limited 
to  those  who  had  corn  on  hand,  and  those  on  the  buying  side. 
That,  any  one  experienced  in  the  business  could  see  would  be  im- 
practicable because  there  would  not  be  a  sufficient  number  of  buy- 
ers and  sellers  meet  at  the  same  time  and  any  one  who  might  take 
in  100,000  bushels  of  corn  or  oats  at  the  country  elevators  going 
into  the  market  would  not  find  at  that  time  the  buyer  who  had 
the  product  sold.  And  so  a  certain  amount  of  speculation  is 
needed  to  provide  a  stable  market.  The  market  is  now  pro- 
vided and  the  aim  is  to  control  it  by  a  limitation  of  the  quantity. 
At  present  the  limit  is  placed  at  200,000  bushels  and  our  members 
have  been  admonished  to  refrain  through  the  medium  of  market 
letters,  public  or  private  wires,  or  by  any  other  means  to  stimu- 
late speculation  by  drawing  into  it  the  people  who  are  not  engaged 
in  the  grain  business.  If  a  wave  of  grain  speculation  should  ap- 
pear we  will  control  it  by  reducing  the  amount  that  any  one  may 
trade  in  and  if  necessary  cut  it  in  half  or  down  as  low  as  50.000 
bushels  or  if  need  be  down  to  10,000  bushels  in  order  to  keep  the 
market  in  bounds.  That  would  produce  the  same  results,  almost, 
as  closing  the  market,  as  far  as  discouraging  vicious  speculation 
or  a  great  speculative  wave  that  might  be  injurious. 

I  think,  sir,  that  it  is  demonstrated  that  those  lines  will  suc- 
ceed in  providing  the  trade  of  the  country  with  a  satisfactory 
hedging  market  without  the  influence  of  any  manipulative  specu- 
lation or  the  growth  of  any  large  popular  wave  of  speculation. 

The  Chairman — Is  there  a  general  feeling  in  the  grade  trade 
that  the  establishment  of  ready  means  of  hedging  in  that  way 
leads  to  the  elimination  of  unusual  hazards  and  therefore  permits 
a  closer  relative  price  to  the  producer?  Is  that  the  conviction  of 
the  trade? 

Mr.  Sager — Replying  to  your  question  I  think  it  is  clearly, 
demonstrable  through  experience  of  the  past  few  months  that 
hedging  operations  do  absolutely  lessen  the  risk  incident  to  mar- 
keting the  corn  crop  and  thereby  enable  all  the  intermediate 
agencies  from  the  country  grain  buyers  to  the  ultimate  consumer 
to  operate  on  a  smaller  margin  of  profit  by  reason  of  the  elimina- 
tion or  lessening  of  risks  and  therefore  results  in  a  lessening  in 
the  price  difl'erence  between  the  farmer  and  the  consumer  of 
grain  products  greater  than  would  be  possible  without  the  facili- 
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ties  for  hedging.  To  truthfully  illustrate  this  I  wish  to  call 
your  attention  to  the  experience  of  the  trade  during  the  past  win- 
ter when  hedging  facilities  were  largely  eliminated  or  at  least  so 
considerably  curtailed  and  restricted  as  to  make  them  almost 
inoperative. 

Probably  during  the  lifetime  of  every  man  in  this  assembly 
there  has  never  been  in  the  history  of  the  grain  trade  such  a  wide 
margin  of  intermediate  price  difference  between  the  producer  of 
corn  and  the  consumer  of  corn  as  has  prevailed  this  last  winter. 
That  was  due  to  three  fundamental  causes :  first,  the  unfortunate 
and  desperately  poor  condition  of  the  crop  which  made  it  a  much 
more  hazardous  crop  to  handle,  increasing  the  risk  for  the  buyer 
who  took  it  from  the  producer  to  the  consumer  and  naturally  in- 
clined him,  in  fact  compelled  him  to  handle  it  on  a  wider  margin 
than  usual  in  order  to  offset  that  great  hazard ;  second,  there  was 
also  the  unparalleled  difficulty  in  securing  transportation,  and  I 
think  that  was  the  largest  factor  in  exacting  from  the  ultimate  con- 
sumer an  unduly  high  price  for  corn  and  corn  products  because 
the  country  buyer,  not  knowing  whether  he  would  get  a  car  to 
ship  soft  com  in  December  or  whether  he  would  have  to  wait 
until  April  or  May,  and  realizing  the  spoilage  condition  of  the 
corn,  he  had  to  buy  it  on  a  very  wide  margin,  and  that  he  was 
enabled  to  buy  it  on  this  wide  margin  was  due  to  the  appreciation 
of  the  producer  concerning  the  danger  of  holding  his  product. 
He  was  most  anxious  to  dispose  of  it  at  any  price  offered  what- 
ever rather  than  have  it  spoil  on  his  hands  and  therefore  passed 
the  risk  to  the  country  dealer  who  recognized  the  great  risk  and 
bought  it  as  low  as  possible,  not  knowing  when  he  would  be  able 
to  ship  it  by  reason  of  the  shortage  of  transportation.  So  I 
emphasize  transportation  as  being  the  most  important  and  far 
reaching  factor  in  the  very  large  toll  exacted  from  the  consumer 
in  the  way  of  enhancement  of  price  from  producer  to  consumer 
of  the  last  corn  crop.  Thirdly,  and  not  one  of  the  smallest  fac- 
tors but  a  very  important  factor  in  this  wide  price  condition  or 
wide  price  difference,  that  resulted  from  lack  of  facilities  af- 
forded to  the  buyer  in  the  country  for  hedging  his  purchases  as 
he  had  previously  been  able  to  do  by  sales  for  future  delivery 
on  the  Exchanges.  To  illustrate  that  point  I  would  call  attention 
to  the  fact  that  the  only  grain  in  which  there  was  practical  future 
and  unrestricted  hedging  facilities  offered  during  the  entire  sea- 
son was  the  crop  of  oats,  and  the  price  difference  between  the  pro- 
ducer and  the  consumer  of  oats  has  ruled  far  less  all  winter  than 
has  been  the  case  in  any  other  grain. 
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I  would  point,  for  instance,  to  the  enormous  fluctuations  and 
wide  difference  in  price  of  barley  and  to  the  fluctuations  and 
wide  difference  in  price  of  rye  in  which  there  is  practically  no 
hedging  operation  conducted  at  any  time.  I  also  call  your  atten- 
tion to  the  price  of  corn  in  which  there  was  formerly  free  and  un- 
restricted hedging  operation.  The  only  grain  which  was  mar- 
keted from  the  producer  to  the  consumer  with  a  reasonable  and 
moderate  price  difference  was  that  one  grain  in  which  the  hedg- 
ing facilities  were  almost  untrammeled  or  at  least  very  mod- 
erately restricted  during  the  season,  and  that  was  the  crop  of 
oats.  So  I  think  our  experience  during  the  last  winter  has  dem- 
onstrated to  the  satisfaction  of  intelligent  observers,  including 
many  farmers  and  others  in  the  grain  trade  but  not  heretofore 
students  of  the  economic  questions  of  the  grain  trade,  I  think  it 
has  inclined  them  to  a  more  favorable  consideration  of  the  value 
of  hedging  operations  and  future  trading  on  the  Exchanges  than 
has  ever  before  prevailed. 

I  am  sure  that  the  experience  that  we  have  now  or  suffered 
from  during  the  last  year  has  demonstrated  the  conviction  of 
all  concerned  that  hedging  operations  are  essential  and,  properly 
conducted,  are  useful  and  a  very  important  factor  in  the  econom- 
ical marketing  of  grain  crops  of  the  country. 

Mr.  LiNDERHOLM — I  agree  with  that  in  every  instance,  but 
Mr.  White  said  we  are  trying  to  eliminate  the  outside  speculator. 
We  will  agree  we  have  to  have  the  speculator  to  make  a  hedging 
market  that  will  be  stabilized.  If  we  have  to  cut  those  fellows 
out,  and  are  going  to  confine  ourselves  to  the  regular  grain  trade 
it  should  be  without  any  restriction  from  any  direction  outside 
of  policing  the  market  and  holding  down  your  speculative  trades 
to  limits  of  whatever  that  market  sees  necessary  to  make  in 
order  to  stabilize  that  price.  I  cannot  see  the  difference  between 
a  man  that  has  100,000  bushels  and  a  man  that  hedges  it  and 
buys  that  in  and  the  man  that  has  not  100,000  bushels  and  sells 
it  and  buys  it  in.  I  don't  think  there  should  be  any  distinction 
whatever  made  in  regard  to  how  you  handle  that  so  long  as  you 
are  within  your  rights  and  the  rules  covering  the  Grain  Exchange 
that  you  happen  to  do  your  business  in.  and  I  would  not  like  to 
see  anything  to  affect  that  kind  of  trading  but,  on  the  contrary, 
I  would  like  to  see  everything  that  would  tend  to  discourage  it 
eliminated. 

The  Chairman — Is  it  the  sentiment  of  the  trade  that  the  rein- 
statement of  hedging  does  facilitate  the  marketing  of  corn,  both 
from  the  standpoint  of  the  country  dealer  as  well  as  the  terminal 
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dealer?  Is  there  any  dissent  from  that  view?  Will  anybody 
express  a  different  opinion  on  that?  I  would  like  to  get  the 
record  full  and  clear. 

Mr.  Westgate,  of  Portland — The  operation  of  hedging  is 
almost  unknown  in  our  country.  The  merchant  buys  his  grain 
as  a  merchant  and  sometime  an  Eastern  trade  will  operate  to  a 
certain  extent  as  a  sort  of  hedge.  But  from  our  standpoint 
hedging  will  not  facilitate  this  at  all.  The  sentiment  of  the  peo- 
ple is  against  the  operations  altogether.  The  disposition  of  the 
public,  the  disposition  of  those  in  political  circles  is  to  regard 
any  Board  of  Trade  operator  as  a  man  with  tin  horns  and  a  long 
tail. 

Speaking  merely  from  the  sentiment  in  our  own  section, 
which  is  so  peculiar  that  we  can  hardly  participate  intelligently 
in  many  points  which  come  up  here,  we  say  that  hedging  opera- 
tions do  not  in  our  section  afford  us  any  benefit  or  do  otherwise 
than  afford  the  layman  an  opportunity  to  go  into  the  bucket  shop 
and  gamble. 

Mr.  Priddy — It  seems  that  we  might  well  take  into  consid- 
eration the  relative  values  of  cash  grain  to  future  markets.  In 
the  Southwest  last  year  our  corn  crop  was  practically  a  failure. 
Feeders  and  dealers,  anticipating  the  future  needs  in  that  direc- 
tion went  into  the  market  to  buy  future  corn,  anticipating  taking 
cash  grain  from  month  to  month  as  it  might  be  needed.  When  this 
corn  arrived  and  they  wanted  to  convert  the  futures  into  cash 
they  found  they  were  subject  to  being  closed  out  at  1.28  and  had 
to  go  into  the  same  market  and  buy  it  at  1.85  for  cash.  It  appears 
there  ought  to  be  some  relationship  of  cash  to  futures  and  the 
man  who  wants  to  buy  corn  to  convert  it  into  beef  ought  to  be 
able  to  go  into  a  market  at  any  time  and  protect  himself  for  his 
future  needs  of  corn  and  not  be  forced  to  pay  trom  50  cents  to 
90  cents  advance  on  cash  corn.  It  seems  to  me  that  the  admin- 
istration might  require  that  on  all  future  sales  the  buyer,  as  here- 
tofore, might  expect  that  something  like  that  might  be  developed 
in  order  to  protect  future  sales. 

Mr.  Sager — That  was  one  of  the  strongest  arguments  I  ever 
heard  in  favor  of  the  free  and  untrammeled  and  natural  opera- 
tion of  the  hedging  market.  The  condition  the  gentleman  has 
just  referred  to  whereby  he  was  unable  to  receive  delivery  on 
future  purchases  arose  wholly  from  arbitrary  restrictions,  con- 
sidered possibly  necessary  as  a  war  measure,  which  were  injected 
into  the  hedging  market  but  which  never  in  the  memory  of  man 
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have  been  so  injected  and  which  let  us  hope  never  will  be  again. 
That  was  a  disarrangement  of  the  hedging  operations  such  I  hope 
we  will  never  adopt  again  on  our  Exchanges.  It  was  wholly  in 
regard  to  the  natural  and  pre-war  method  of  hedging  that  I 
spoke  before  and  that  I  speak  for  and  endorse  now. 

Mr.  Smith — I  would  like  to  add  just  a  word.  In  Texas  we 
have  had  a  soft  feed  crop  and  the  feeders  of  our  State  have 
lost  more  money  this  year  by  being  unable  to  go  to  Kansas 
City  and  buy  their  customary  10  December  corn  or  25  De- 
cember corn  in  order  to  anticipate  their  winter  feeding  than  they 
have  ever  made  out  of  speculating  in  future  markets.  The  loss 
to  feeders  this  year  has  amounted  to  many  millions  by  being 
unable  to  go  into  the  future  markets  and  anticipate  their  winter 
feeding  needs. 

Mr.  Pierce — Replying  to  the  gentleman  from  Portland. 
The  Continental  Divide  makes  a  very  natural  division  be- 
tween the  Pacific  Slope  and  the  Atlantic  Slope  in  the  grain 
business.  There  are,  as  I  understand  it,  no  future  markets 
West  of  the  Continental  Divide  where  wheat  is  traded  in  to 
any  considerable  extent.  I  am  not  as  familiar  with  conditions 
existing  West  of  the  Continental  Divide  as  with  those  exist- 
ing East  of  the  Continental  Divide,  but,  at  the  same  time,  I 
think  we  generally  understand  and  I  think  it  is  generally 
agreed  that  the  margin  which  is  created  by  the  dealer  and 
which  comes  out  of  the  producer  and  the  consumer  out  there 
is  wider  West  than  East  of  the  Rockies. 

As  far  as  the  risk  which  they  accept  is  concerned,  they 
secure  a  very  much  larger  rate  of  profit  to  cover  that  risk. 
One  of  the  pime  recommendations  of  futures  is  that  they  are 
always  in  the  interest  of  the  public.  It  is  a  fact  that  through 
our  system  of  trading  we  are  able  to  take  the  grain  from  the 
producer  at  an  extraordinarily  low  margin,  at  a  smaller  margin 
of  profit  than  is  secured  in  any  other  line  of  business  in  this 
country  and  as  far  as  I  know  in  the  world. 

On  the  1st  of  February  of  the  present  year  a  fairly  rep- 
resentative committee  of  the  grain  trade  called  on  Mr.  Hoover 
by  appointment  to  make  certain  suggestions  and  recommenda- 
tions. It  was  a  Committee  of  the  Grain  Dealers'  National 
Association.  It  covered  the  entire  grain  trade,  both  geograph- 
ically and  as  far  as  transit  conditions  were  concerned.  That 
committee  made  certain  recommendations.  They  are  not 
very  long  and  I  ask  permission  to  read  them  because  it  Will 
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express  certain  views  of  the  trade  East  of  the  Rockies. 
(Reads).  That  was  the  recommendation  on  that  point.  There 
were  15  on  the  committee  from  the  two  organizations,  spread 
as  carefully  as  possible  geographically. 

Mr.  Evans — As  far  as  hedging  or  Government  guarantees 
are  considered  from  the  standpoint  of  the  miller,  there  is  no 
such  thing  as  hedging,  at  least  it  is  entirely  unnecessary.  Un- 
less the  grain  can  be  delivered  or  received,  as  the  case  may  be, 
on  the  hedge  it  is  utterly  useless  to  the  miller.  Any  other  pro- 
cedure is  simply  a  straddle  or  gamble  or  whatever  you  wish 
to  call  it.  A  miller  cannot  receive  any  benefit,  or  at  least  he 
runs  in  danger  of  great  loss,  unless  the  actual  grain  is  deliverable 
upon  the  contract. 

Mr.  Miller — My  observation  is  that  the  tendency  has  been 
for  an  undue  advance  in  prices  under  certain  circumstances 
and  an  undue  depreciation  in  prices  under  contract  circum- 
stances. So  to  speak  of  unlimited  speculation  in  futures  seems 
to  me  a  wrong  view  of  the  situation.  There  should  be  such 
limitation  as  to  prevent  what  we  term  at  times  undue  spec- 
ulation, speculation  by  the  general  public.  Unlimited  speculation 
must  not  be  looked  for  but  a  degree  of  limitation  should  be  care- 
fully looked  for  by  the  Boards  of  Trade. 

The  Chairman — Let  me  ask  you,  you  are  a  corn  miller? 

Mr.  Miller — Both  wheat  and  corn. 

The  Chairman — You  have  no  criticism  from  the  standpoint 
of  a  miller  who  wishes  legitimately  to  use  a  terminal  market  to 
future  trading  when  that  implies  the  actual  delivery  of  the 
article  sold? 

Mr.  Miller — Not  at  all. 

The  Chairman — Your  criticism  is  directed  against  future 
trading  when  a  price  settlement  is  contemplated? 

Mr.  Miller — Yes. 

Mr.  Searle — It  hardly  seems  necessary  in  a  meeting  of  such 
men  as  are  present  here  today,  who  are  familiar  with  the  corn 
trade  in  all  its  different  phases,  to  discuss  the  question  of  hedging, 
but  I  assume  that  the  Chair  brought  up  this  matter  more  for 
the  record  than  immediate  information.  For  that  reason  I  wish 
to  touch  upon  one  phase  of  the  question  that  has  not  been  men- 
tioned to  any  extent.     That  is  the  question  of  financing  a  crop 
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without  the  hedging  market  or  without   some   sort  of  a  guar- 
antee as  to  price. 

I  think  conditions  as  referred  to  by  the  gentleman  from  Port- 
land are  perhaps  somewhat  different  from  those  this  side  of  the 
mountains  in  this  respect,  that  larger  accumulations  are  accu- 
mulated at  terminal  points  this  side  of  the  mountains  than  in 
the  West.  The  bankers  have  been  accustomed  to  loaning  their 
money  to  their  clients  with  the  understanding  that  their  grain 
has  been  hedged  so  that  they  are  amply  protected  against  a  de- 
cline in  the  market.  I  think  this  is  one  phase  of  the  question  it 
will  be  necessary  to  take  into  consideration  in  the  question  of 
future  trading.  Without  a  hedging  market  or  without  a  guar- 
anteed price  I  believe  these  storage  facilities  would  not  be  used 
today  anywhere  near  their  full  extent,  so  I  think  on  this  count 
alone  a  hedging  market  should  be  provided.  i 

Mr.  VoLiiiER — Mr.  Chairman,  the  members  of  the  Grade 
Trade  in  San  Francisco  have  no  objections  to  operating  in 
futures. 

Mr.  Priddy — For  fear  my  remarks  may  have  been  mis- 
understood, I  don't  believe  that  any  member  of  the  Texas 
Grain  Dealers'  Association  or  feed  men  I  know  of  would  ob- 
ject to  hedging.  I  feel  it  is  for  the  best  interests  of  the  trade, 
but  some  steps  should  be  taken  so  there  may  be  a  compara- 
tively just  relationship  between  cash  grain  in  the  same  month 
and  the  hedges  in  the  same  month,  and  some  steps  should  be 
taken  which  would  perhaps  prevent  a  change  in  those  rules 
over  night.  And  perhaps  it  might  be  just  to  notify  the  longs 
and  shorts  on  every  man's  books  of  every  material  change 
so  he  might  be  given  25  or  30  days  to  protect  his  interests. 
If  he  is  figuring  on  getting  corn,  let  him  go  out  and  get  it  else- 
where and  have  it  ready  to  feed  his  live  stock  when  he  wants 
it. 

Mr.  White — Referring  to  the  remarks  of  the  gentleman 
from  Texas,  I  would  like  to  state  that,  as  referred  to  by  Mr. 
Sager,  the  breakdown  that  occurred  was  entirely  due  to  the 
war  conditions.  We  have  adapted  our  rules  and  they  limit 
the  amount  of  hedging  by  the  quantity  instead  of  controlling 
it  by  any  other  artificial  means.  Delivery  is  contemplated  on 
all  those  contracts.  If  conditions  are  such  they  want  to  buy 
the  grain  somewhere  else  and  close  the  contract  in  Chicago 
it  will  be   in   relation   to  the  cash   corn  market.     What  that 
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market  has  now  in  operation  will,  as  in  past  years,  contemplate 
deliveries,  or  where  there  are  settlements,  on  the  basis  of  cash 
grain  so  as  to  provide  a  future  market  that  will  be  a  real  ben- 
efit. We  have  lately  made  a  change  in  the  grades  of  corn 
which  are  deliverable  on  contracts  to  bring  them  into  line  with 
the  bulk  of  the  crop  which  goes  into  commercial  channels. 
The  No.  4  corn,  of  which  the  bulk  of  the  crop  consists,  is  now 
a  grade  deliverable.  No.  3  corn  is  deliverable  also  at  the  con- 
tract price  with  a  moisture  content  of  VJ-Yz.  No.  3  now  has 
a  moisture  content,  I  think,  of  15-^  per  cent.  No.  4  ordin- 
arily contains  19^  per  cent  moisture.  That  difference  in  the 
moisture  content  is  equivalent  to  a  moderate  premium  or  a 
premium  of  that  much.  This,  I  think,  will  assure  the  Grain 
Trade  that  they  will  be  able  to  make  deliveries  of  the  corn  they 
have  sold  and  may  feel  a  like  confidence  that  their  purchase  is  a 
protection  for  their  future  needs. 

Referring  once  more  to  speculation.  A  gentleman  here 
took  exception  to  what  I  said  about  outside  speculation.  Every 
American  citizen  has  a  right  to  sell  or  buy  whatsoever  he 
pleases  wheresoever  he  pleases.  Speculation  is  recognized 
as  of  value.  Justice  Holmes  in  one  of  his  decisions  referred 
to  speculation  as  the  adjustment  of  society  to  the  probable, 
that  it  anticipates  shortages  and  equalizes  supplies  and  averts 
disasters.  The  system  which  has  been  evolved  through  several 
decades  and  has  become  perfected  with  many  abuses  from 
time  to  time  eliminated,  affords  a  machinery  that,  as  Mr.  Sager 
pointed  out,  permits  movement  from  farm  producer  to  con- 
sumer at  a  small  margin  and  at  a  smaller  intermediate  profit 
than  is  the  case  in  any  commodities  that  are  not  so  dealt  in. 

When  I  refer  to  the  stopping  of  outside  speculation,  I  draw 
that  line  from  which  a  good  deal  of  speculation  comes  which 
is  injurious  and  which  brings  the  "Exchanges  into  public  dis- 
favor. Speculation  by  those  who  are  financially  and  mentally 
equipped  for  it  renders  a  service,  but  where  houses  reach  out 
to  induce  people  who  know  nothing  about  the  grain  business 
to  come  in  and  trade  in  an  article  of  which  they  know  nothing, 
that  is  very  distinctly  bad.  There  are  many  small  towns  wtth 
offices  where  there  are  agents  who  have  to  make  a  certain 
showing,  and  if  people  there  are  induced  to  speculate  and  to 
neglect  their  own  business  and  make  a  failure  which  sooner 
or  later  they  are  bound  to  do  it  becomes  a  scandal  in  that  com- 
munity and  the  discredit  is  all  thrown  on  the  Exchange  and 
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brings  about  just  such  a  sentiment  as  was  referred  to  by  the 
gentleman  from  Portland,  that  it  was  a  gambling  transaction. 

Mr.  Carkener — There  has  been  considerable  complaint  in 
the  past  because  the  two  factions  in  Kansas  City  have  been 
more  or  less  divided.  The  cash  grain  dealers  in  Kansas  City 
have  been  divided  for  a  long  time  but  they  are  now  coming 
together  more  and  more  and  the  hedge  is  coming  in  mod- 
erately now.  We  have  a  moderate  amount  of  speculation  and 
it  is  not  interfering  in  any  way  with  the  operation  of  our 
business. 

The  Chairman — You  feel  in  your  section  that  permitting 
legitimate  dealers  trading  on  a  moderate  margin  will  be  more 
satisfactory  ? 

Mr.  Carkenter — That  is  coming  in  gradually.  Our  present 
plan  has  been  in  operation  only  a  short  time  but  there  are 
people  with  corn  that  was  bought  so  low  they  did  not  need 
a  hedge ;  others  bought  so  high  that  the  hedge  does  not  at 
the  present  time  ofifer  a  satisfactory  hedge.  But  there  is 
gradually  being  worked  out  a  plan  of  procedure  and  I  think  it 
will  be  only  a  short  time  before  the  hedge  will  be  used  generally. 

Mr.  Wells — You  are  inquiring  as  to  the  sentiment  in  the 
trade  generally.  I  have  been  around  a  good  deal  and  have 
sounded  the  sentiment  of  the  farmers,  which  I  think  is  chang- 
ing, because  of  the  demonstration  that  we  have  had  during 
the  past  year.  Recently  the  editor  of  one  of  our  Farm  Pub- 
lications of  DesMoines,  and  a  publication  that  stands  as  high 
as  any  in  this  country,  called  on  me  and  talked  this  matter 
over  very  thoroughly.  He  said  he  had  never  given  any  atten- 
tion to  the  matter  in  his  editorial  columns  but  he  was  becom- 
ing very  thoroughly  convinced  that  price  fixing  was  detri- 
mental and  that  futures  trading  is  necessary.  This  man  is 
very  closely  related  to  the  stock  feeding  farmers  of  the  coun- 
try and  he  went  on  to  relate  the  experiences  of  the  feeders 
and  he  did  think  absolutely  that  we  should  have  future  trad- 
ing. From  the  standpoint  of  the  country  shippers  in  Iowa, 
we  are  very  much  interested  in  the  new  regulations  and  there 
are  some  questions  that  have  been  asked  that  we  would  like 
to  clear  up.  Personally  I  am  placed  in  a  position  where  I  will 
be  called  upon  to  answer  those  questions  when  T  go  back. 
One  of  those,  as  I  understand  Mr.  White,  is  that  future  trad- 

153 


ing  will  be  limited  to  60  day  futures  ;  that  is,  every  month  will 
be  a  trading  month. 

Mr.  White — Every  month  will  be  a  trading  month  for  60 
days  after  the  current  month  ;  that  is,  in  this  month  of  May 
you  can  trade  in  June  and  July.  After  the  1st  of  June  and 
from  the  1st  of  June  and  later  you  can  trade  in  July  and 
August. 

Mr.  Wells — In  the  practical  operation  of  the  country 
shippers'  business  that  will  necessitate  changing  over  from 
one  future  to  another. 

Mr.  White — Yes,  if  you  are  holding  beyond  the  period. 

Mr.  Wells — Do  you  think  there  will  be  any  loss  in  that 
change?    I  am  not  an  expert  in  future  trading. 

Mr.  White — That  will  be  dependent  upon  the  month.  If 
there  is  a  good  crop  prospect  and  that  future  is  selling  at  a 
discount  the  consequences  of  course  would  follow  accordingly. 

Mr.  Wells — With  that  limitation,  futures  will  be  a  loss 
that  will  interfere  with  the  hedging  proposition? 

Mr.  White — No,  because  if  you  are  buying  for  July  you 
are  buying  in  anticipation  of  getting  it  that  month.  If  you 
do  not  want  it  then  and  in  anticipation  of  the  crop  the  month 
beyond  that  which  is  selling  at  a  discount  you  will  get  it  that 
much  cheaper  by  selling  one  and  buying  the  other. 

Mr.  Wells — As  I  understand,  the  rule  itself  is  somewhat 
flexible.  You  say  you  may  reduce  the  limit  as  to  time  and 
quantity  ? 

Mr.  White — No,  not  as  to  time.  The  limit  is  absolutely 
on  quantity  with  which  any  one  may  trade  in  order  that  if 
the  public  should  from  any  cause  come  into  the  market  in 
large  numbers  and  bring  about  what  we  call  a  speculative 
wave  then  we  would  check  that  by  reducing  the  amount  that 
any  one  could  trade  in  speculatively,  but  it  would  not  limit 
any  one  who  has  the  corn  to  hedge  or  has  the  product  sold 
and  wishes  to  buy  to  protect  his  hedge. 

Mr.  Wells — Is  it  not  possible  you  might  want  to  increase 
the  amount  above  200,000  bushels? 

Mr.  White — If  conditions  should  warrant  it,  and  if  we  had 
a  large  crop  and  a  broader  market  is  needed  then  we  will  ex- 
pand it  in  the  same  way.  It  is  a  case  of  expanding  or  con- 
tracting to  meet  the  needs  of  the  moment. 
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Mr.  Sager — Mr.  President  and  gentlemen,  I  would  like  to 
clear  up  the  situation  as  brought  out  by  Mr.  Wells  by  stat- 
ing— and  I  think  I  violate  no  confidence  in  so  stating — that 
the  limitation  placed  by  the  Directors  of  our  Exchange  and 
by  the  governing  bodies  of  the  various  other  Exchanges  to 
trading  in  future  deliveries  for  the  current  and  two  succeed- 
ing months  was  largely  done  in  deference  to  what  we  under- 
stood to  be  the  desire  of  the  Food  Administration  to  bring 
future  trading  into  as  close  relation  as  possible  with  cash 
grain  prices  and  to  eliminate,  as  far  as  possible,  long  deferred 
and  distant  speculation  that  had  less  to  do  with  actual  cash 
prices.  We  were  governed  very  largely  by  what  we  thought 
the  Food  Administration  conceived  to  be  in  the  best  public 
interest  by  limiting  trading  to  the  current  and  two  succeeding 
months. 

Further,  in  reply  to  Mr.  Wells'  inquiry  in  regard  to  busi- 
enss  for  hedging  or  in  regard  to  opportunities  for  hedging 
accorded  the  country  shipper,  perhaps  he  does  not  clearly 
understand  that  there  is  no  limitation  to  the  amount  that  may 
be  bought  or  sold  on  the  Exchanges,  provided  such  transac- 
tions are  purely  hedging  operations.  An  individual  elevator 
or  a  line  elevator  having  accumulated  a  million  or  half  a  mil- 
lion or  several  million  bushels  of  grain  is  permitted  to  hedge 
to  that  extent  and  all  individual  traders  are  permitted  to  trade 
at  present  to  the  maximum  amount  of  200,000  bushels  beyond 
their  actual  hedging  operations. 

Mr.  Pierce — This  is  so  important  a  subject  that  I  do  not 
hesitate  taking  up  as  much  time  as  may  be  necessary  to  dis- 
cuss it  fully.  Mr.  Wells  has  made  a  very  entertaining  state- 
ment as  to  a  conversation  he  had  with  a  producer.  On  that 
he  pointed  out  how  clearly  the  producer  recognized  his  interest 
in  this  matter  and  how  much  speciulation  had  to  do  with  the 
movement  of  grain.  I  have  a  very  curious  and  very  clear 
illustration  based  on  the  movement  of  oats  and  the  relative 
prices  during  the  crop  of  the  present  season,  that  is  the  crop 
of  1917.    It  is  very  brief  and  very  terse. 

The  record  of  oats  movement  is  very  interesting,  as  it  brings 
out  in  a  striking  manner  the  effect  of  a  natural  market  upon  the 
distribution  of  a  given  crop.  The  crop  and  farm  stocks  on 
August  1,  the  beginning  of  the  crop  year,  aggregated  1,635,- 
057,000  bushels  against  1,365,565,000  bushels  in  1916.  an  in- 
crease of  almost  20  per  cent.     From  August  1  to  January  19th 
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the  primary  receipts  of  oats  have  aggregated  179,151,000  bush- 
els against  185,592,000  bushels  for  the  preceding  year,  showing 
that  the  movement  of  oats  is  4  per  cent,  less  than  last  year  in 
spite  of  the  larger  crop.  The  falling  off  in  receipts,  however, 
was  almost  entirely  during  the  month  of  August,  although  in 
October  there  was  a  small  decrease  as  compared  with  the  pre- 
ceding year.  For  every  month  of  this  season  receipts  have  ex- 
ceeded those  of  a  year  ago.  It  is  significant  that  receipts  have 
increased  this  year  in  comparison  with  the  similar  period  of  the 
previous  year  in  rather  close  relation  with  the  increase  in  the 
price;  for  example,  taking  the  price  of  May  oats  on  the  last  day 
of  each  month  and  the  cash  price  on  track  in  Chicago  of  stand- 
ard oats  on  the  same  date  it  appears  that  the  least  attractive 
price  was  during  the  month  of  August,  and  for  that  month  the 
receipts  as  compared  with  the  previous  year  were  very  much 
smaller.  In  September  there  was  an  advance  in  the  price  and 
receipts  for  the  month  ran  above  those  of  the  preceding  year. 
In  October  there  was  a  decline  in  price  and  the  receipts  de- 
clined below  those  of  the  preceding  year.  For  November,  De- 
cember and  January  to  date  prices  have  been  on  the  up-grade, 
and  for  each  period  the  primary  movement  exceeds  that  of  the 
preceding  year. 

The  following  tabulation  shows  the  price  of  May  oats  at  the 
close  of  business  on  the  last  day  of  each  month  and  the  primary 
receipts  of  oats  for  that  month,  or  the  nearest  possible  period 
corresponding  to  it  for  the  present  season  and  for  that  of  a 
year  ago. 

May  Oats- 
Chicago.       1917-18.  1916-17. 

August    59^  38,754,000  58,450,000 

September 61  36,668,000  32,875,000 

October    59%  40,975,000  43,882,000 

November    69>^  29.499,000  23,713,000 

December    75%  20,333,000  16,371,000 

January  1-19 76%  12,922,000  10,301,000 

Standard   Oats  Cash  Track   Price,   Chicago. 

57^-58^4 
61  —6iy4 
60  —60^ 
74  —741^ 
81    —82 
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In  addition,  it  should  be  kept  in  mind  that  this  rule  of  an 
advancing  price  bringing  out  a  larger  movement  has  occurred  m 
spite  of  a  situation  as  regards  car  supply  much  worse  than  that 
of  a  year  ago,  and,  in  fact,  the  worst  we  have  ever  known. 

It  is  also  very  important  to  note  that  during  this  period  the 
price  of  oats  for  future  delivery  shows  an  extreme  range  of  only 
17c.  per  bushel,  while  the  price  of  cash  oats  quoted  for  the 
same  days  shows  an  average  range  of  24^/20.,  the  futures  ruling 
higher  than  the  cash  price  when  prices  were  low,  and  lower 
than  the  cash  price  when  prices  were  high.  The  only  possible 
conclusion  is  that  futures  prices  being  the  more  conservative 
have  exercised  a  steadying  influence  upon  cash  prices,  and  have 
tended  to  minimize  the  violence  of  fluctuations. 

There  is  an  illustration  in  the  past,  and  it  is  pretty  hard  to 
get  around,  I  think. 

Mr.  VoLMER — The  gentleman  from  Chicago  made  a  state- 
ment a  moment  ago  that  California  objected  to  future  hedgings. 
(This  was  because  a  misstatement  was  made  in  the  remark  by  the 
gentleman  from  Chicago  referring  to  the  objector  as  being  from 
California  instead  of  from  Portland,  which  the  stenographer  cor- 
rected.) I  did  not  object  to  future  trading.  I  said  we  were  in 
favor  of  future  trading  and  I  did  not  think  it  necessary  to  go 
into  any  explanation  as  I  thought  all  the  grain  dealers  were  per- 
fectly familiar  with  operating  in  futures. 

The  Chairman — Mr.  White  meant  the  gentleman  from  Port- 
land. 

Mr.  White — I  meant  the  gentleman  from  Portland  and  I 
was  simply  referring  to  the  sentiment  which  he  spoke  of  as  pre- 
vailing there.  That  sentiment  is  very  largely  prevalent  in  that 
country,  as  elsewhere,  due  to  efforts  by  poorly  advised  indi- 
viduals to  bring  people  into  speculation  who  know  nothing  about 
the  business  which  is,  in  my  judgment,  detrimental  to  the  inter- 
ests of  the  Exchanges.  It  may  be  a  source  of  profit  to  those 
who  induce  them  to  do  that  without  judgment  but  those  people 
are  trading  simply  on  somebody's  say  so.  Their  trade  is  of  no 
value,  really.  It  does  not  render  any  service  because  it  is  specu- 
lative, whereas  the  service  performed  by  the  intelligent  dealer  in 
futures,  one  who  is  financially  and  mentally  equipped  for  is  of 
value  to  the  community.  On  the  other  hand,  the  speculation  to 
which  the  gentleman  in  Portland  referred  and  to  which  I  referred 
I  consider  as  in  the  nature  of  a  gamble. 
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Mr.  Shorthill — The  one  thing  that  appeals  to  the  country 
dealer  in  connection  with  the  handling  of  wheat  and  in  connection 
with  the  activity  of  the  Grain  Corporation  is  the  degree  of  cer- 
tainty which  has  been  injected  into  that  dealing.  That  is  appre- 
ciated very  much  in  these  times  when  about  the  only  certainty 
in  the  world  is  uncertainty.  The  dealer  who  has  purchased  a 
supply  of  wheat  now  is  not  compelled  to  worry  as  to  whether 
the  exporters  or  the  millers  or  other  buyers  are  going  to  drop 
out  of  the  market.  So  far  as  the  money  he  has  invested  in  his 
wheat  is  concerned  he  is  not  compelled  to  worry  how  the  tide  of 
battle  goes,  and  so  far  as  that  money  is  concerned,  aside  from  his 
operating  expenses,  he  is  not  compelled  to  worry  as  to  what  the 
car  shortage  is  going  to  be.  Those  uncertainties  have  been  largely 
removed  by  the  positive  action  that  has  been  taken  by  the  Grain 
Corporation  and  that  has  been  maintained. 

Without  discussing  the  merits  or  demerits  of  the  trade  in 
futures,  but  admitting  as  we  all  must  that  future  trading  has  a 
very  great  influence  on  the  market,  it  seems  to  me  that  one  of 
three  courses  ought  to  be  pursued,  either  one  extreme  or  the 
other  or  the  intermediate  course.  Either  these  future  markets 
ought  to  be  turned  loose  and  people  allowed  to  know  they  are 
going  to  be  turned  loose,  as  the  one  extremity,  or  else  there  ought 
to  be  a  positive  price  fixed  on  these  grain  products  the  same  as 
it  has  been  for  wheat  products  or  for  wheat  itself.  Or  else  the 
intermediate  course  ought  to  be  pursued  of  deciding  what  limita- 
tions can  be  placed  on  future  trading  and  can  be  adhered  to. 

A  policy  should  be  decided  on  that  would  probably  result  in 
the  lesser  of  the  evils  during  the  time  this  war  continues  and  then 
that  policy  should  be  adhered  to  because  if  there  is  anything 
under  the  sun  that  is  disconcerting  to  the  country  grain  dealer 
it  is  this  feature  of  uncertainties  being  added  to  uncertainties. 
It  may  be  that  any  policy  that  might  be  decided  on  would  not 
remove  all  of  the  objectionable  features,  but  I  will  say  to  you 
any  such  policy  within  reason  that  can  be  decided  on  and  fol- 
lowed out  will  not  be  so  disconcerting,  so  inefficient,  as  an  un- 
certain policy,  and  that  policy  will  never  cost  the  public  as  much 
as  uncertainty  will  cost  it,  because  the  public  has  to  pay  the  bill 
engendered  by  the  dealer  who  is  up  against  uncertain  proposi- 
tions. The  thing  we  should  have  in  mind  is  getting  down  to  some 
basis  that  will  be  more  or  less  acceptable  to  all  of  us  and  which 
•we  may  reasonably  expect  we  may  adhere  to  until  this  war  is 
closed  and  until  a  respectable  period  into  the  future  and  thus 
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enable  us  to  get  away  from  this  injecting  of  uncertainties  into  the 
grain  trade  (applause). 

Mr.  Hayward — I  want  to  see  if  I  cannot  come  to  the  rescue. 
Future  trading  has  always  been  a  bone  of  contention  ever  since 
I  have  known  anything  about  the  trade.  It  seems  to  me  a  proper 
regulative  feature  is  for  the  gentlemen  of  this  meeting  who  think- 
that  future  trading  is  necessary  and  desirable  to  the  corn  trade 
as  a  whole  to  put  themselves  on  record.  To  that  end  I  will 
move  that  it  is  the  sense  of  this  meeting  that  this  meeting  endorse 
such  properly  regulated  future  trading  as  may  be  agreed  upon 
between  the  Food  Administration  and  the  respective  Exchanges. 

Mr.  Reynolds — I  doubt  the  advisability  of  that 

The  Chairman — Do  you  second  this  motion?  Will  you  sec- 
ond the  motion  and  then  speak  on  it? 

Mr.  Reynolds — Yes,  I  second  the  motion. 

The  Chairman — Then  proceed. 

Mr.  Reynolds — I  doubt  the  advisability  of  our  officially 
approving  this  question  of  future  trading.  From  the  standpoint 
of  the  country  shipper  we  recognize,  and  I  endorse  what  has 
been  said  by  Mr.  Shorthill  and  several,  but  I  doubt  the  advisa- 
bility of  bringing  it  up  when  we  are  not  attacked.  When  we 
have  pretty  well  acquainted  the  members  of  the  legislative  bodies 
of  the  country  of  the  necessity  of  future  trading  I  doubt  whether 
we  are  not  shuddering  for  it  to  a  certain  degree  in  our  own 
minds  by  bringing  it  up  ourselves.  I  think  the  sooner  we  make 
up  our  minds  to  be  ready  to  meet  the  issue  squarely  and  intelli- 
gently where  it  will  have  to  be  met  the  better,  and  I  am  sure, 
from  a  legislative  standpoint,  that  we  have  more  to  be  gained  at 
this  time  by  letting  the  subject  remain  dormant  than  we  have  by 
continually  stirring  it  up. 

Mr.  Price — I  would  like  to  ask  one  question  I  started  to 
ask  ahead  of  time  last  night,  before  this  thing  is  settled.  I  am 
not  conceding  whether  it  is  right  or  wrong,  because  I  am  not 
strong  enough  in  my  knowledge  of  the  subject  to  define  what  a 
hedge  is  and  so  I  let  it  alone.  But,  if  we  concede  a  hedge  is 
right,  are  you  going  to  force  us  to  hedge  whether  we  want  to  or 
not?  Somebody  makes  money  out  of  a  hedge  some  place.  The 
grain  will  run  our  expenses  this  year  if  we  are  conservative 
and  we  can  afford  to  be  conservative.  Why  force  us  to  sell 
out  for  a  little  margin  and  let  somebody  else  carry  it  when  we 
could  not  carry  it?    Where  we  have  held  a  certain  quantity  of 
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stock  because  we  couldn't  deliver  it  within  the  time  specified  for 
the  reason  that  we  had  to  deliver  wheat  and  corn  in  preference 
now  if  we  cannot  deliver  it  why  can't  we  have  the  profit  in  carry- 
ing it?    Somebody  makes  that  profit. 

The  Chairman — Let  me  see  if  I  can  clarify  this  subject  and 
after  that  we  want  your  expression.  We  have  for  months  re- 
ceived complaints  from  com  millers  that  they  could  not  buy  at 
terminal  markets  in  the  customary  manner  corn  which  they  wished 
to  mill  and  count  on  getting  deliveries.  That  was  supplemented 
by  the  universal  complaint  of  these  20,000  country  dealers  that 
they  had  no  way  in  which  they  could  safely  buy  the  wagonload 
offerings  of  coarse  grain  at  their  elevators  and  be  sure  they 
would  not  face  a  loss  because  there  were  no  cars,  and  therefore 
they  proposed  to  protect  themselves  by  maintaining  a  margin  that 
was  unfair  to  the  producer.  Therefore  the  Grain  Corporation 
felt  it  was  vitally  interested  in  reducing  these  hazards  to  reflect 
itself  in  lower  margins.  There  was  no  way  to  reinstate  a  natural 
market  as  long  as  the  car  supply  would  not  produce  a  natural 
flow  of  grain  to  make  a  natural  market.  As  soon  as  the  natural 
car  supply  improved  so  one  could  count  on  a  natural  flow  of 
grain,  the  Food  Administration  consulted  with  the  Exchanges  as 
to  the  desirability  of  reinstating  a  hedge  which  would  contem- 
plate actual  deliveries.  It  was  after  that  conference  that  this 
present  hedging  market  is  being  tried  out.  It  is  probably  as  near 
a  natural  market  as  can  be  conceived  and  should  make  in  opera- 
tion the  country  buying  and  the  country  handling,  as  well  as  all 
the  selling  agencies  of  grain  handling,  as  safe  as  possible  under 
war  conditions. 

If  you  wish  an  answer  to  your  direct  question  I  think  we 
should  face  it  exactly  and  tell  you  why  we  promulgated  our  regu- 
lations. We  laid  down  three  basic  principles,  first,  limiting  the 
prices  charged  and  every  licensee  to  charge  a  reasonable  amount 
over  expenses  and  forbidding  accumulations  on  a  rising  market ; 
second,  keeping  all  food  products  moving  in  as  forward  a  line 
and  with  as  little  delay  as  possible  to  the  consumer ;  third,  limit- 
ing as  far  as  practicable  quotations  for  future  delivery  and  deal- 
ings in  future  products.  On  the  basis  of  those  three  principles 
there  were  framed  our  regulations  which  prohibited  any  dealer 
in  food  commodities  holding  at  one  time  more  than  sufficient  for 
the  ordinary  purposes  of  his  business  for  60  days — the  purposes 
of  his  business  for  60  days,  not  holding  it  for  60  days.  There- 
fore when  that  past  a  reasonable  expectation  of  the  necessities 
of  your  business  for  60  days  you  could  not  be  encouraged  in 
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the  policy  of   holding.     And   it   is   urged   for  grain  above   that 
quantity  this  hedging  is  in  a  proper  sense  reselling  in  the  market 
and  is  flowing  in  the  channels  of  commerce. 
Have  I  made  the  point  clear? 

Mr.  Price — I  can't  get  it  until  I  know  what  a  spread  is  and 
what  a  hedge  is  (laughter). 

The  Chairman — Take  your  class  and  let  us  assume  that  you 
are  a  country  dealer  and  want  to  buy  wagonloads,  that  you  want 
to  buy  at  the  farm  but  you  are  in  a  short  market  and  your  de- 
liveries must  necessarily  be  delayed  on  account  of  the  shortage  of 
cars.  In  that  case  a  future  market  furnishes  you  an  opportunity 
on  the  same  day  to  sell  that  delivery  in  Chicago  or  some  other 
future  market  and  under  conditions  which  assures  you  a  fair 
profit  on  the  price  you  paid  the  farmer.     That  is  legitimate. 

Mr.  Price — No.  We  are  afflicted  with  too  many  threshing 
machines  that  thresh  our  crop  in  two  or  three  weeks  and  our 
houses  are  full  with  wheat.    Then  what? 

The  Chairman — Then  if  your  houses  are  full  you  sell  the 
equivalent  in  these  future  markets.  That  is  a  hedge.  You  have 
your  price  fixed  and  the  margin  of  profit  fixed.  You  cani 
get  on  the  telephone,  or  get  a  telegraph  blank  and  tell  where  you 
are  at  in  15  minutes  where  you  have  the  facilities  of  a  future 
market. 

Mr.  Price — I  understand  that  but  there  is  a  charge  made 
somewhere  ? 

The  Chairman — We  are  trying  by  these  regulations  to  de- 
velop a  system  which  will  insure  against  the  loss  of  which  you  are 
afraid. 

Mr.  Price — I  lost  $12,000  on  wheat  but  I  was  able  to  get  it 
back  on  oats.  If  I  had  not  got  it  back  on  oats  I  would  not  be  as 
pleasant  as  I  am.  We  ought  to  have  a  chance  to  even  up  when 
they  do  pay  higher. 

The  Chairman — I  have  said  we  might  discuss  this  at  some 
considerable  length.  It  is  evident  that  there  are  some  phases 
of  this  that  you  have  not  comprehended  yet  or  we  are  wrong  in 
our  explanation. 

Mr.  Price — We  are  afraid  to  comprehend  it. 

Mr.  Pierce — I  want  to  bring  out  this  point.  You  have  men- 
tioned these  regulations  that  were  proclaimed  by  the  President. 
I  suppose  it  is  fair  to  assume  that  the  President  received  sug- 
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gestions  from  the  Food  Administration  when  he  formulated  those 
regulations  ? 

The  Chairman — No  doubt. 

Mr.  Pierce — Among  the  regulations  is  one  limiting  the 
prices  charged  by  every  licensee  and  their  profits  to  reasonable 
amounts  and  forbidding  the  acquisition  of  speculative  profits  on 
a  rising  market.  Did  you  ever  hear  of  anybody  buying  anything 
with  the  expectation  of  making  a  loss? 

The  Chairman — Not  with  the  expectation,  no. 

Mr.  Pierce — However,  if  a  man  is  not  allowed  to  buy  any- 
thing and  make  a  profit,  why  should  he  buy  or  how  can  he  buy? 

The  Chairman — We  will  be  perfectly  satisfied,  as  Mr. 
Hoover  said  yesterday,  if  nobody  speculates  in  food  products 
for  a  profit  on  advancing  prices  during  war  times. 

Mr.  Pierce — I  am  still  without  an  answer  which  T  can 
understand  to  my  question.  How  are  we  supposed  to  get  any 
speculative  spread  of  prices  necessary  to  accumulate  a  stock? 
How  can  grain  men  assume  the  entire  risk  under  such  circum- 
stances? If  a  man  cannot  buy  anything  with  the  expectation  of 
making  a  profit  without  doing  an  illegal  thing,  how  can  we  ex- 
pect to  get  out  under  such  conditions? 

The  Chairman — The  ideal  condition  in  the  future  trading 
market  would  be  that  in  which  the  legitimate  buyers,  the  buyers 
who  are  buying  for  actual  use,  millers  and  feeders,  should  just 
exactly  match  the  hedge  of  country  offerings.  It  is  because 
we  conceive  those  matchings  did  not  come  exactly  even  that  there 
was  injected  into  this  problem  a  limited  quantity  of  speculation, 
not  because  it  was  approved  as  proper. 

Mr.  Pierce — Now  as  regards  these  matchings?  As  a  matter 
of  fact,  at  the  very  time  that  we  need  speculative  support  for 
prices,  what  are  the  people  doing  who,  like  grain  dealers,  are 
buying  grain  for  speculative  purposes?  If  a  large  milling  com- 
pany like  the  Minnell  Milling  Company  at  Fostoria — I  don't 
know  whether  they  grind  com  or  not,  but  in  an  ordinary  year 
when  they  are  trading  in  wheat,  they  have  very  large  storage 
capacity  and  it  is  no  secret  to  state  that  concerns  of  that  charac- 
ter usually  hedge  a  portion  of  their  purchases  at  least,  which 
they  hold  in  excess  of  the  amount  of  grain  necessary  to  cover 
their  sales  of  flour.  People  want  to  sell  futures  at  the  time 
farmers  want  to  sell  grain.    Very  few  people  want  to  buy  futures 
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today.  Why  not?  Because  there  is  plenty  of  grain  to  buy. 
Where  in  the  world  will  he  find  anyone  to  buy  futures  when 
he  can  get  cash  grain?  It  is  when  he  cannot  get  cash  grain 
that  he  wants  to  buy  futures.  Consequently,  what  is  the  value  of 
a  hedging  market  based  on  purchases  of  those  who  want  to  buy 
grain  for  specific  purposes  and  where  there  is  plenty  of  grain  to 
buy? 

The  Chairman — Answering  your  questions  in  detail  and 
taking  the  case  of  the  Minell  Millifig  Company.  That  mill  can 
only  use  a  30  days'  supply. 

Mr.  Pierce — That  was  an  illustration.  That  refers  only  to 
normal  times.  At  the  present  time,  of  course,  the  question  of 
hedging  wheat  is  eliminated. 

The  Chairman — We  will  assume  they  are  milling  corn. 

Mr.  Pierce — Take  some  mill  specializing  on  the  grinding  of 
corn. 

The  Chairman — They  can  at  the  present  time  have  only  60 
days'  supply  of  corn.  There  is  a  limitation  on  it  and  they  are 
acting  thoroughly  in  accord  with  this  limitation  and  they  are 
satisfied  to  work  under  that. 

Mr.  Pierce — That  prevents  any  miller  accumulating  and  hold- 
ing grain  ? 

The   Chairman — Yes. 

Mr.  Pierce — But  let  us  have  an  accumulation  of  grain.  Last 
year,  to  illustrate  the  reason  for  that  question,  we  had  an  accu- 
mulation of  16,000,000  bushels  of  oats.  We  had  a  perfectly 
tremendous  demand  and  at  the  end  of  the  season  the  16,000,000 
bushels  of  oats  had  disappeared.  We  went  into  the  new  crop, 
considering  the  size  of  the  previous  one,  with  a  relatively  normal 
supply  on  the  farms.  This  year  we  have  had  no  stocks.  We 
have  not  been  able  to  accumulate  any.  No  one  trading  is  buying 
futures  in  the  ordinary  way.  Before  these  regulations  came 
out  it  was  very  generally  given  out  that  the  Food  Administration 
would  frown  upon  any  considerable  purchases  of  futures.  I 
know  when  oats  were  in  the  60's  there  was  an  advance  of  two 
or  three  cents  a  bushel  in  Chicago  one  day  and  the  houses  I 
represented  were  immediately  called  on  to  produce  their  cards 
and  show  why  this  extraordinary  advance  occurred,  as  far  as 
we  were  concerned.    And,  I  may  add,  that  our  cards  showed  pur- 
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chases  in  excess  of  sales  around  300,000  or  400,000  bushels  for 
the  day.     People  cannot  speculate  on  such  a  basis  as  that. 

I  want  to  offer  a  substitute,  not  an  amendment  to  that  motion, 
but  a  substitute  for  the  gentleman's  motion  because  it  embodies 
all  he  has  except  one  feature  and  that  is  a  proper  control  of  the 
future  markets.  Our  troubles  during  this  war  have  been  caused 
by  too  much  buying.  When  prices  have  been  going  down  there 
certainly  are  no  complaints  from  the  Food  Administration ;  but 
no  matter  from  how  low  a  point  they  start,  if  they  start  to  go 
up,  there  is  immediate  criticism.  When  my  friend  Mr.  Stream's 
telegram  came  out,  when  corn  had  not  reached  the  point  from 
which  it  started  down,  it  came  down  again.  The  effect  of  that 
was  almost  an  immediate  drop  of  three  cents  a  bushel.  That 
sort  of  thing  is  not  likely  to  encourage  speculation. 

Mr.  Shorthill's  criticism  applies  strongly  to  a  situation  of 
that  kind.  But  you  must  not  forget,  Mr.  Chairman,  that  there 
is  such  a  thing  as  proper  control.  The  only  trouble  we  have 
had  at  all  is  when  it  has  been  unduly  interfered  with  because  the 
public  has  been  excited,  as  they  do  get  periodically,  and  the  buy- 
ing becomes  out  of  proportion  to  the  conditions  that  exist.  The 
Chicago  Exchange  has  absolute  control  over  its  own  pits  and  can 
regulate  them  as  they  do  now  nicely,  and  if  necessary  can  abso- 
lutely deny  operations  as  long  as  necessary  to  pass  the  storm.  We 
have  the  power  to  prevent  the  purchase  of  anything  in  the  Chicago 
market  at  any  time  we  see  fit.  They  can  shut  it  off  entirely  if 
necessary.     So  I  would  like  to  offer  this  substitute. 

We  wish  to  recognize  the  necessity  of  exercising  proper  con- 
trol of  the  market  as  another  feature  of  uniform  distribution  of 
coarse  grain  or  of  wheat  when  not  on  this  definite  Government 
price  control  when  it  will  be  impossible  to  make  such  distribution 
at  similar  markets  owing  to  traffic  complications.  We  can  as- 
sume the  risk  of  ownership,  etc.,  but  it  will  be  impossible  for 
many  to  take  the  risk  involved  in  accumulating  grain  without  a 
hedge  except  at  prices  so  low  that  there  will  be  no  danger  of  a 
sharp  falling  off.  I  would  like  to  offer  as  a  substitute  motion  a 
resolution  embodying  the  features  of  this  recommendation. 

Mr.  Hayward — There  is  no  use  in  saying  that  we  cannot 
find  some  basis  so  we  can  agree.  I  think  we  clearly  realize  there 
will  be  varying  degrees  of  that  in  future  trading  so  long  as 
future  trading  exists.  I  made  my  resolution  as  comprehensive  as 
I  could  because  I  thought  it  was  generally  understood  that  the 
present  regulations  as  to  future  trading  were,  in  a  sense,  a  mat- 
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ter  of  agreement  between  the  Food  Administration  and  the  var- 
ious Exchanges  through  which  the  trading  is  done. 
Are  you  satisfied  with  Mr.  Pierce's  substitute? 

Mr.  Hayward — I  do  not  clearly  get  it. 

Mr.  Pierce — I  am  glad  to  withdraw  my  substitute.  I  think 
the  other  is  more  comprehensive  as  expressed  by  Mr.  Hay- 
ward. 

Mr.  Hayward — I  might  say  for  your  information  and  for 
the  information  of  this  meeting  that  properly  regulated  trading 
in  futures  is  thought  essential  for  the  proper  conduct  of  the 
grain  trade,  such  properly  regulated  future  trading  as  may  be 
agreed  upon  between  the  Food  Administration  and  the  Ex- 
changes. 

Mr.  Pierce — That  is  exactly  parallel  with  my  thought.  I 
withdraw  my  substitute. 

The  Chairman — Let  me  suggest  that  your  substitute  make 
clear  the  sentiment  that  wheat  trading  under  Government  guar- 
antee of  any  kind  was  not  contemplated  in  that  sense. 

Mr.  Hayward — I  take  it  for  granted  that  was  only  by  agree- 
ment with  the  Exchanges.  When  the  time  comes  when  you  can 
agree  with  the  Exchanges  as  to  future  trading  you  can  incor- 
porate that. 

The  Chairman — Are  you  willing  as  part  of  your  resolution 
that  there  be  a  clause  as  to  wheat  under  Government  guaranteed 
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Mr.  Hayward — I  am  willing  for  anything  that  will  satisfy 
the  sentiment  of  the  meeting. 

Mr.  Ballard — I  wish  to  speak,  sir,  as  a  miller,  and  advocate 
the  passage  of  the  resolution  as  offered  by  Mr.  Hayward.  As  a 
miller  I  wish  to  emphasize  what  Mr.  Evans  of  Indianapolis  said 
that  millers  are  in  favor  of  futures  or  future  trading  if  they  are 
satisfied  that  when  they  buy  an  article  they  can  get  it. 

It  has  been  my  pet  scheme  for  some  years  for  the  preventing 
so-called  comers  in  the  wheat  markets  of  the  country  to  provide 
that  No.  3  should  be  deliverable  on  contracts  at  an  agreed  differ- 
ence equivalent  to  the  difference  between  No.  2  and  No.  3.  In 
the  coarse  grain  that  very  idea  has  been  acted  upon  in  Chicago, 
making  No.  3  grain  or  No.  4  grain  deliverable  on  No.  2  contracts 
by  an  agreed  dift'erence  so  that  the  purchaser  knows  what  he 
may  expect  to  get  and  if  he  gets  that  he  is  going  to  get  something 
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that  will  answer  his  requirements.     As  a  miller,  therefore,  I  wish 
to  support  that  resolution. 

Mr.  Shorthill — Before  the  question  is  voted  on,  I  should 
like,  not  as  a  matter  of  criticism,  because  I  hope  all  my  efforts 
will  be  along  constructive  lines,  but  for  the  purpose  of  informa- 
tion I  should  like  to  put  three  questions  bearing  on  this  proposi- 
tion. As  a  basis  for  those  questions,  the  regulations  are  going 
to  require  that  each  dealer  shall  not  accumulate  a  supply  beyond 
his  needs  for  60  days?    Is  that  correct? 

The  Chairman — For  all  the  ordinary  purposes  of  his  busi- 
ness for  60  days. 

Mr.  Shorthill — Then  my  first  question  is,  what  are  the 
needs  of  a  country  grain  dealer  in  his  business  for  60  days  ?  What 
supply  will  he  be  allowed  to  accumulate  or  what  is  the  limit  that 
will  be  placed  on  him  ?  I  am  asking  this  question  because  that  is 
the  first  thing  country  dealers  will  want  to  know.  When  are  we 
to  have  the  ruling  and  what  is  going  to  be  the  basis  of  determina- 
tion and  what  will  be  the  result  that  will  determine  this  point  ? 

The  Chairman — I  should  say,  in  answer  to  that,  that  you 
should  refer  to  the  expression  of  the  President  as  to  the  under- 
lying principles  on  which  the  business  in  the  sale  of  foods  during 
the  war  should  be  conducted.  Any  country  dealer  who  is  holding 
a  stock  of  grain  with  the  deliberate  purpose  of  profiting  by  a  rise 
in  the  market  is  trying  to  embarrass  the  principle  of  food  control. 
It  is  impossible  to  say  what  he  should  have  or  shall  have  in  stock. 
These  things  must  be  judged  on  individual  merits  and  each  case 
considered  separately. 

Mr.  Shorthill — My  next  question  is — I  must  say  that  I 
think  that  condition  will  result  in  much  indefiniteness. 

The  Chairman — No  doubt  it  is  very  indefinite  and  neces- 
sarily must  be  indefinite. 

Mr.  Shorthill — My  next  question  is  illustrated  by  a  dealer 
handling  corn  and  oats.  Suppose  he  has  an  accumulation  of  both 
grains  and  because,  for  instance,  of  the  condition  of  the  corn  he 
desires  to  move  the  corn  because  it  is  less  risky  in  holding  the 
oats  and  he  wants  to  leave  the  oats  in  his  elevator,  will  he  be 
required  to  sell  a  hedge  against  that  accumulation  of  oats  while 
he  is  moving  his  corn? 

The  Chairman — I  should  say,  if  you  want  a  ruling,  my  own 
opinion  is  no. 
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Mr.  Shorthill — I  want  to  know  what  the  country  dealer  may 
expect  in  the  working  out  of  this  proposition.  Here  is  a  condi- 
tion he  will  be  confronted  with.  It  may  not  be  corn  and  oats 
but  something  else. 

The  Chairman — Again  I  should  apply  the  test  of  his  motive. 
If  he  is  accumulating  for  the  purpose  of  profit  on  a  rising  market 
he  is  certainly  acting  contrary  to  the  principles  of  food  control. 
But  many  men  may  not  be  familiar  with  the  system  of  terminal 
hedging  and  we  have  no  desire  to  force  such  a  new  system  on 
him.     It  is  a  matter  of  good  faith  largely  on  his  part,  after  all. 

Mr.  Shorthill — My  next  question.  Suppose  the  elevator 
becomes  filled  with  grain  as  some  have  in  the  past  year  because 
it  is  not  able  to  get  rid  of  it.  The  way  cars  have  been  coming 
recently  it  would  take  something  like  three  years  to  empty  an 
elevator.  Will  a  man  be  required  to  hedge  his  grain  which  is 
there  in  excess  of  his  needs  as  an  operator? 

The  Chairman — If  he  cannot  ship  the  quantity  which  he  may 
hold  in  excess  of  the  purposes  of  his  business  for  60  days  it 
would  be  that  which  he  could  ship  in  60  days.  No  man  can 
accomplish  the  impossible.  Again  I  say  we  cannot  force  him  to 
use  a  certain  system  of  selling  or  hedging.  If  he  in  good  faith 
tries  to  carry  out  the  pripciple  intended  by  the  President  of  keep- 
ing all  food  commodities  moving  as  rapidly  as  possible  in  the 
movement  to  the  consumers  we  cannot  expect  him  to  accomplish 
the  impossible. 

Mr.  Shorthill — Then  if  the  shipper  who  has  held  back  an 
accumulation  of  oats  because  of  the  greater  risk  of  carrying  corn 
or  has  desired  to  hold  corn  and  ship  oats  and  because  of  the  car 
shortage  is  compelled  to  hold  his  house  full  of  corn  and  in  con- 
sequence of  that  accumulation  derives  an  enormous  profit,  has 
he  anything  to  fear? 

The  Chairman — I  do  not  think  so,  if  in  good  faith  he  tried 
to  comply. 

Mr.  Price — In  the  hedging  that  you  are  going  to  force  on  us, 
I  am  going  to  ask  whether  as  a  result  there  will  be  a  loss  to  the 
trade?     (No  answer.) 

The  Chairman — Gentlemen,  are  you  ready  for  the  question? 
Those  in  favor?  Those  opposed?  Evidently  the  expression  of 
sentiment  is  unanimous  in  favor  of  the  motion. 

Yesterday  I  said  to  Mr.  Sager  that  there  would  be  an  oppor- 
tunity to  take  up  the  matter  of  the  Chicago  Local  rates  and  our 
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rules  governing  them.     I  would  like  to  put  that  in  the  conference 
of  the  general  market  relations.     It  is  a  rather  technical  question. 

Mr.  Sager — I  suppose  you  refer  now  to  the  very  serious 
question  affecting  Illinois  and  some  Missouri  shippers  in  the 
matter  of  Illinois  proportional  rates? 

The  Chairman — Yes. 

Mr.  Sager — There  is  some  doubt  of  the  certainty  that  you 
will  call  a  subsequent  meeting  to  discuss  price  differentials.  If 
so,  then  we  would  be  denied  the  opportunity  of  presenting  this 
Illinois  proportional  question.  If  there  is  no  doubt  but  that  that 
meeting  will  be  called,  I  think  there  is  no  possible  objection  to 
deferring  to  your  wishes  and  postponing  consideration  of  it  until 
that  time. 

The  Chairman — Even  if  it  be  developed  that  the  market  re- 
lations question  was  not  one  to  be  discussed  because  of  the  op- 
eration of  the  Federal  guarantee,  which  is  the  only  basis  we  have 
in  mind  that  may  prevent  it,  then  is  not  the  question  you  want  to 
discuss  with  us  a  local  question?  Is  it  one  you  want  to  discuss 
in  a  general  meeting? 

Mr.  Sager — I  think  only  those  whose  constituents  will  be 
affected  by  it  could  properly  ask  such  a  separate  conference, 
but  on  behalf  of  those  I  would  ask  for  such  a  conference  so  we 
might  have  an  opportunity  to  present  it  to  you. 

The  Chairman — Then  if  there  is  a  general  conference  on 
market  relations  we  shall  expect  you  to  bring  that  up  as  part 
of  Chicago's  argument,  and  if  not  we  do  ask  you  now  to  remind 
us  and  arrange  a  conference  for  its  special  consideration. 

Mr.  CoRNEiLSON — We  would  like  to  be  notified,  too. 

The  Chairman — Under  this  general  heading  of  terminal 
problems  are  there  any  phases  that  have  not  been  discussed? 

Mr.  Moore  (Kansas  City) — Regarding  the  question  on  public 
elevators,  owing  to  the  fact  that  I  expected  to  get  some  definite 
figures  I  was  unable  to  make  a  statement  yesterday.  I  have  not 
yet  secured  the  figures  and  I  simply  wish  to  make  a  short  general 
statement  regarding  a  certain  matter  brought  up  yesterday.  Have 
I  that  privilege? 

The  Chairman — Does  it  refer  to  terminal  problems? 

Mr.  Moore — Yes. 

The  Chairman — You  may  proceed. 

168 


Mr.  Moore  (Kansas  City) — It  is  briefly  this.  The  statement 
was  made  that  a  Kansas  City  elevator  suffered  a  heavy  loss  last 
year.  I  take  it  that  means  the  calendar  year,  January  to  Decem- 
ber. As  a  matter  of  fact,  this  elevator,  while  nominally  a  public 
house,  was  really  used  entirely  by  two  operators.  These  opera- 
ors,  largely  handlers  of  corn  do  not  handle  any  wheat  to  speak  of 
during  the  first  six  months  of  the  year,  a  time  when  considerable 
wheat  is  handled  by  other  dealers.  The  corn  business  in  our 
market  did  not  begin  until  late  in  1917  and  did  not  reach  its 
full  volume  until  after  the  1st  of  January,  1918.  For  this  reason 
it  seems  to  me  that  a  statement  that  this  particular  elevator 
showed  a  loss  during  the  calendar  year  was  misleading. 

As  a  matter  of  fact,  the  other  public  elevators  in  our  market 
made  a  different  showing.  The  Wabash  made  a  different  show- 
ing and  I  know  the  railroads  own  two  houses  and  have  refused  to 
lease  them  to  private  operators.  I  believe  that  is  all  I  wish  to 
say.  I  say  this  merely  to  correct  any  erroneous  impression  the 
delegates  might  gather  and  take  away  with  them  regarding  the 
public  elevator  situation  in  Kansas  City. 

The  Chairman — We  will  add  that  to  the  discussion  of  the 
terminal  elevator  problems.  I  must  give  any  one  a  chance  to 
reply  to  that  who  desires  to  do  so  at  this  time.     (No  response.) 

III.     Seaboard  Problems. 

We  will  now  take  up  Section  III,  Seaboard  Problems.  I 
think  the  fact  is  that  at  the  seaboard  there  is  an  entirely  different 
class  of  problems.  The  elevators  there  are  public  warehouses 
with  one  or  two  exceptions.  I  would  like  to  have  some  one  here 
speak  for  the  seaboard  elevators  and  tell  us  whether  the  public 
scales  charges  published  by  those  elevators  proved  remuner- 
ative under  this  year's  operation.  Is  there  any  one  here  who 
can  speak  for  the  seaboard  elevators? 

Mr.  Hayward — I  do  not  think  that  I  am  in  a  position  to  give 
definite  information  about  them  for  the  reason  that  the  elevators 
are  operated  by  the  railroad  traffic  lines. 

Mr.  Richardson — The  situation  in  Philadelphia  is  this.  Our 
export  terminal  houses  are  operated  by  the  two  railroads.  If 
they  did  not  make  money  it  is  because  you  would  not  let  ship- 
pers there  handle  the  business.  I  think  in  the  ordinary  course 
of  affairs  they  will  make  plenty  of  returns  on  the  charges  and  the 
shippers  there  are  satisfied  to  pay  those  charges  for  the  service 
rendered.     But  last  year  there  were  empty  terminals,  in  some 
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cases  of  2,000,000  bushels  capacity.  They  were  not  erected 
entirely  for  storage  purposes  but  they  did  not  have  enough  wheat 
to  fill  them  because  the  railroads  would  not  permit  shippers  to 
accumulate  grain  there. 

The  Chairman — That  might  have  been  true  at  a  certain  time 
and  in  a  certain  terminal.  But  one  of  the  reasons  why  a  limit 
was  put  on  the  seaboard  elevators  for  a  certain  period  was  they 
were  so  badly  congested  that  cars  were  not  being  unloaded.  Is 
not  that  right? 

Mr.  Richardson — I  don't  think  so  far  as  grain  is  concerned 
we  had  a  general  blockade.  It  might  have  been  some  of  those 
special  plants  like  Hog  Island  that  would  jam  the  tracks  with 
merchandise  but  not  with  grain. 

The  Chairman — I  will  ask  Mr.  Irwin  whether  at  any  time 
since  September  1st  Philadelphia  elevators  have  been  blocked 
with  grain. 

Mr.  Irwin — No,  I  don't  think  so. 

The  Chairman — How  about  Baltimore? 

Mr.  Jackson — No,  sir. 

The  Chairman — I  can  speak  for  New  York.  There  was  a 
time  when  the  New  York  elevators  were  actually  blockaded.  Is 
that  true,  Mr.  Day  (  ?)  at  New  York? 

Mr.  Day — ( ?)  Quite  true  in  the  fall. 

Mr.  Richardson — I  did  not  understand  Mr.  Day  to  say  we 
were  blocked. 

The  Chairman — Not  at  Philadelphia  but  at  New  York  the 
statement  is  that  for  a  time  last  fall  it  was  blocked.  I  ought  to 
explain  a  little  more  fully  about  that  New  York  blockade  because 
I  am  acquainted  with  it.  That  blockade  was  caused  by  the 
quantities  of  grain  held  here  by  neutrals  who  could  not  get  a 
license  to  ship  and  were  preventing  the  normal  activities  of  the 
port. 

I  understand,  then,  Mr.  Richardson,  you  would  like  to  record 
a  criticism  of  the  30-day  limitation  as  applied  to  seaboard  ele- 
vators on  all  grains.  In  that  respect  the  conditions  are  different 
from  interior  elevators. 

Mr.  Richardson — I  would  like  to  say  in  passing  that  I  do  not 
think  any  seaboard  elevators  should  stand  in  the  way  of  grain 
being  moved  promptly  or  should  block  facilities,  but  there  are 
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times  in  an  exporter's  experience  when  he  cannot  move  his  stuff 
and  for  reasons  you  are  familiar  with.  Just  now  there  is  only 
one  buyer  in  town  and  that  buyer  designates  where  to  load  this 
grain.  If  it  is  possible  later,  if  we  raise  these  crops  that  we 
all  hope  to  raise,  I  think  we  ought  to  have  more  time  and  if  a 
young  man  like  me  hopes  to  make  a  living  he  would  have  to  stay 
there  and  work.  Some  of  these  rich  men  that  have  made 
millions  out  of  grain  might  not  have  to  stay  there  and  work, 
but  we  have  to  and  we  would  like  an  opportunity  to  make  a  living 
if  we  can.  We  feel  that  it  is  perfectly  proper  we  should  want 
to  satisfy  all  the  requirements  of  the  Food  Administration  but 
we  feel  as  exporters  of  grain  that  we  ought  to  have  a  little  more 
time  and  that  we  are  performing  a  useful  service. 

The  Chairman — Let  me  ask  you,  does  the  30-day  limitation 
operate  at  all  at  the  seaboard  elevators  in  such  a  way  as  to 
prevent  your  normal  conduct  of  your  grain  business? 

Mr.  Richardson — I  think  that  we  ought  to  have  more  time. 

The  Chairman — How  much  more  time? 

Mr.  Richardson — Well,  I  w^ould  say  60  days.  I  do  not  mean 
that  we  would  expect  that  in  the  natural  course  of  business.  We 
would,  of  course,  move  grain  as  fast  as  we  could  handle  it. 

The  Chairman — As  a  matter  of  fact,  our  policy  always  has 
been  to  extend  that  30-day  period  where  the  operator  was  show- 
ing good  faith. 

Mr.  Richardson — I  want  to  say  that  at  Philadelphia  Mr. 
Irwin  has  been  very  nice  to  us  and  has  never  done  anything  else 
but  try  to  help  us. 

The  Chairman — If  there  is  anything  in  the  regulations  which 
in  your  judgment  cripples,  limits  or  hampers  the  conduct  of  your 
export  trade  I  want  to  draw  it  out  for  the  record. 

Mr.  Richardson — The  regulation  makes  a  man  hesitate  in 
accumulating  a  large  stock  because  of  the  uncertainty  of  getting 
his  stuff  away  under  the  fear  that  he  could  not  ship  it  within  the 
limitation  if  he  accumulates  a  large  quantity.  I  think  the 
ordinary  man  would  hesitate  about  accumulating  a  large  quantity 
of  grain  if  he  feared  that  something  might  happen  to  force  him 
to  ship  it  out  within  the  30-day  limit  and  he  realized  that  it  might 
be  utterly  impossible  to  do  so.  There  is  no  question  but  that 
has  a  deterrent  effect  and  that  it  does  hamper  our  trade. 
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The  Chairman — But  don't  you  feel  that  the  30-day  limita- 
tion is  a  protection  against  the  use  of  these  facilities  by  neutrals 
as  a  means  of  storage? 

Mr.  Richardson — I  think  you  should  exercise  some  police 
powers.  I  should  exercise  them  on  wheat.  I  should  think  a 
longer  period  of  time,  however,  is  only  reasonable  for  a  big 
shipper  to  expect.  In  ordinary  times  a  man  operating  as  I 
do  would  not  want  to  ship  a  couple  of  hundred  bushels  of 
grain  out  of  those  elevators.  It  might  be  on  account  of  not 
wanting  to  make  his  plans  known,  even  though  working  for 
Uncle  Sam.  Do  you  get  my  idea?  I  mean,  it  is  natural  for  a 
man  not  to  give  up  any  more  information  than  necessary.  He 
may  have  thought  out  something  carefully  and  well,  or  wisely 
on  the  other  hand  he  might  be  wrong,  in  which  case  he  might 
want  to  carry  it  for  some  increase. 

The  Chairman — Your  point  is  you  might  wish  to  bring  the 
wheat  forward  and  wait  for  a  higher  premium  and  30  days  does 
not  give  you  a  chance  to  develop  such  a  market? 

Mr.  Richardson — That  is  pretty  nearly  right. 
The  Chairman — You  have  no  criticism  on  the  30  days  ap- 
plied to  grain  and  sold  for  immediate  loading  at  the  seaboard  ? 
Mr.  Richardson — None  at  all. 

Mr.  Priddy — Under  Section  III,  Seaboard  Problems,  Clause 
b,  Seaboard  mixing  for  higher  grades.  Very  often  there  is  a  de- 
lay in  the  shipment  of  grain  at  the  seaboard  because  it  is  nec- 
essary to  clean  and  otherwise  treat  the  grain  and  there  are  not 
always  the  proper  facilities  for  doing  it  promptly  there  and  in 
consequence  we  frequently  suffer  a  loss  on  demurrage  and  for 
similar  causes. 

I  therefore  move  that  it  is  the  sense  of  this  body  that  those 
engaged  in  the  export  or  f.  o.  b.  business  be  permitted  to  have 
this  service  performed  by  them  in  order  that  the  quality  of  the 
grain  may  be  improved,  if  desired. 

The  Chairman — Where  do  you  lack  such  facilities  ?  At  what 
seaboard  ? 

Mr.  Priddy — It  is  just  the  question  whether  or  not  this  will 
be  permitted.  There  has  been  some  question  whether  or  not 
we  would  be  permitted  to  mix  No.  4  wheat  with  No.  1  and 
build  up  the  grade  to  No.  2;  or  mix  No.  4  with  other  grades 
and  build  up  the  grade  to  No.  3.  It  is  for  the  welfare  of  the 
country  and  hurts  no  one. 
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The  Chairman — That"  is  only  another  phase  of  the  whole 
question  of  allowing  mixing  of  grades  everywhere  and  that  is  a 
matter  which  we  will  develop  on  the  new  crop,  according  to  our 
change  in  operation. 

Mr.  Priddy — Then,  with  your  permission,  I  will  be  glad  to 
withdraw  your  motion  until  such  time  as  it  comes  up  for  proper 
discussion  in  considering  the  handling  of  the  new  crop. 

The  Chairman — There  are  facilities  for  that  purpose  at  the 
seaboard  elevators  now.  Your  objection  is  not  to  the  rule  of 
the  Grain  Corporation  and  that  does  not  prevent  your  using 
them  now  at  the  seaboard.  Elevators  are  doing  it  and  they  do 
it  on  coarse  grains  now,  if  you  want  them  to. 

Mr.  Priddy — Yes,  I  understand  it  is  so. 

The  Chairman — Have  any  of  the  seaboard  operators  any 
suggestions  on  whether  the  present  rules  of  operation  governing 
seaboard  elevators  and  their  scale  of  rates  should  be  developed? 

Mr.  Blackford — I  have  not  anything  to  suggest.  We  have 
all  the  facilities  we  want.  Our  elevators  have  not  been  full  for  a 
very  long  while. 

The  Chairman — And  they  will  do  anything  for  you  that  you 
require? 

Mr.  Blackford — Anything  we  choose  to  pay  for  and  they 
charge  a  reasonable  rate. 

Mr.  Richardson — I  would  like  to  say  that  we  are  perfectly 
satisfied  with  the  method  of  handling  our  grain  and  the  charges 
and  facilities  and  all  that,  but  I  would  like  to  state  as  an  excep- 
tion, that  it  ought  to  be  brought  to  the  attention  of  the  Food  Ad- 
ministration that  it  would  be  a  very  nice  thing  to  have  a  modern 
plant  on  the  Reading  Railroad.  That  would  be  a  splendid  thing 
for  the  Port  of  Philadelphia  (laughter).  When  I  say  the  facili- 
ties are  all  right  I  mean  they  are  doing  the  best  they  can  under 
the  circumstances. 

Mr.  Blackford-^I  do  not  think  we  have  too  much  storage 
for  our  present  needs,  but  they  are  ample.  Of  course,  we  would 
like  to  have  more  storage,  and  as  soon  as  we  can  get  it. 

The  Chairman — I  would  like  to  ask  the  sentiment  of  Balti- 
more. Would  you  like  to  see  seaboard  elevators  operated  by 
private  lessees  or  grain  firms? 

Mr.  Blackford — No. 
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The  Chairman — How  do  you  feel  at  Philadelphia  ? 

Mr.  Richardson — No,  I  prefer  to  have  them  as  they  are  as 
terminals  of  the  railroads. 

The  Chairman — How  is  it  at  Boston  ? 

Mr.  Eddy — As  far  as  running  our  elevators  is  concerned, 
everything  there  is  all  right  and  they  are  run  satisfactorily  and 
the  business  is  open  to  everybody  and  is  handled  the  same  for 
everybody  and  we  are  in  favor  of  private  running  of  elevators. 

Mr.  Westgate — Our  seaboard  facilities  at  Portland  are  not 
used  at  all  for  grain  mixing  or  renovating  and  I  think  it  will  be 
the  sentiment  of  our  people  that  this  expedient  be  used.  It  is 
less  expensive  to  renovate  wheat  directly  from  the  car  to  the 
cleaner  or  smutter  and  we  have  a  considerable  quantity  of  smut 
wheat  which  does  not  gain  by  any  unnecessary  or  export  handling. 
We  get  it  done  less  expensively  by  taking  it  directly  to  the  smutter 
or  the  washer  from  the  car.  We  are  launching  two  or  three 
ships  in  the  North  Pacific  and  by  August  that  ratio  will  be 
increased.  You  put  100,000  bushels  of  wheat  in  a  cargo  and 
it  has  a  dominating  influence  over  the  whole  thing.  I  be- 
lieve, sir,  if  permitted  that  it  would  be  good  business  and  in 
the  general  interest  if  we  were  permitted  to  renovate  and  clean 
wheat  as  our  terminal  facilities  permitted. 

The  Chairman — That  is,  your  terminal  facilities  will  do  that 
if  the  Grain  Corporation  allow  it  to  be  done? 

Mr.  Westgate — Yes. 

Mr.  Gordon — I  might  state  that  the  situation  in  New  Orleans 
with  respect  to  elevator  revenues  is  somewhat  out  of  joint  on 
account  of  the  increased  cost  of  the  handling  of  grain,  also 
due  to  the  increased  cost  of  fire  insurance.  The  present  charges 
established  for  the  handling  of  grain  were  fixed  prior  to  the  war 
on  a  basis  of  $1.10  insurance  rate  and  on  about  one-third  of  the 
present  price  of  grain.  Our  most  serious  difficulty  there  at 
present  is  not  only  the  increased  cost  of  fire  insurance  but  also 
inability  to  secure  more  than  50  per  cent,  of  our  require- 
ment. That  will  apply  both  to  fire  insurance  and  war  risk 
insurance.  If  it  were  possible  for  a  provision  to  be  made  there 
by  stock  insurance  companies  or  by  some  other  reliable  source 
to  meet  the  requirements  of  the  terminal  elevators  for  both  fire 
and  war  insurance,  we  would  be  able  to  work  to  full  capacity  and 
the  vessels  would  be  handled  promptly. 
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The  Chairman — Your  elevators  at  New  Orleans  are  open 
with  their  facilities  for  any  one  to  use  them? 

Mr.  Gordon — I  have  charge  personally  of  the  central  elevators 
which  are  operated  as  railroad  terminals  and  they  are  open  to  all 
shippers. 

The  Chairman — Is  there  any  other  phase  to  this  problem  of 
seaboard  elevators? 

Mr.  Graff — I  would  ask  whether  in  view  of  the  heavy  crop 
anticipated  this  year  the  mixing  in  seaboard  elevators  is  likely 
to  be  resumed  by  the  merchants  ?  I  think  the  shippers  are  some- 
what interested  in  that  phase  of  the  proposition.  If  we  could 
be  informed  that  will  be  of  value. 

The  Chairman — That  is  a  point  involved  in  the  operation  this 
coming  year  and  your  question  could  not  be  answered  at  present. 

Gentlemen,  are  you  satisfied  with  the  discussion  of  seaboard 
elevator  problems  and  on  the  other  phases  which  were  brought 
out?    If  so  let  us  go  to  Section  2. 

2.     Exporters.    (Seabaard  Problems.) 

Let  us  go  to  Section  2,  Exporters.  What  will  the  seaboard 
exporters  say  about  the  field  ?  We  want  to  know  what  he  thinks 
about  whether  this  is  a  proper  field  for  maintenance  and  will 
the  coarse  grain  business  maintain  seaboard  houses  without 
wheat?  Is  the  field  as  now  open  sufficient  to  maintain  the  sea- 
board houses? 

Mr.  Blackford — You  know  that  the  seaboard  business  is  to 
buy  grain  in  the  West  and  sell  it  f .  o.  b.  Seaboard.  At  Baltimore 
we  have  always  had  the  Illinois,  Indiana,  Ohio,  parts  of  New  York 
and  Pennsylvania  as  our  territory.  There  are  times  when  we  are 
receivers  and  exporters.  And  we  sell  that  on  a  commission  basis 
and  that  business  is  very  desirable.  As  far  as  the  exporting  busi- 
ness is  concerned  I  do  not  see  that  it  will  do  the  exporter  any 
good  to  accumulate  a  stock  at  the  seaboard.  There  is  only  one 
buyer  and  that  buyer  knows  where  his  own  tonnage  is  and  he 
will  be  buying  it  now  for  June  and  accumulate  his  own  stock. 
It  is  of  no  use  to  us,  when  we  do  not  know  where  the  ship  is, 
to  bring  100,000  bushels  or  200,000  bushels  to  the  seaboard. 

The  Chairman — You  still  have  that  field  you  speak  of,  bring- 
ing grain  from  back  territory? 

Mr.  Blackford — They  come  to  the  port  forwarded  on  special 
permits  from  Mr.  Jackson. 
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The  Chairman — You  do  not  have  any  difficulty  in  getting 
those  permits,  do  you? 

Mr.  Blackford — I  do  not  know  much  about  that.  I  am  not 
in  the  business  very  much  but  I  don't  think  so. 

The  Chairman — Then  your  business  is  not  Hmited  by  the 
difficulty  in  securing  permits? 

Mr.  Blackford — All  our  business  is  limited  by  the  permit 
system,  but  I  am  not  capable  of  speaking  much  about  that. 

The  Chairman — Who  from  Baltimore  does  that  particular 
business?  Is  there  any  one  here? 

Mr.  Blackford— I  do  not  think  there  is  anybody  here  in 
that  direct  business. 

Mr.  Richards  of  Baltimore — Replying  to  your  question  about 
bringing  grain  to  Baltimore  from  the  West.  We  have  in  the 
past  experienced  difficulty  in  getting  permits  because  they  wanted 
the  wheat  to  go  to  the  mills.  When  the  wheat  moves  I  do  not 
think  we  will  have  any  difficulty  in  getting  as  much  as  we  want. 

The  Chairman — You  are  talking  now  about  wheat? 

Mr.  Richards — Yes.  As  far  as  coarse  grains  are  concerned 
we  are  always  able  to  get  permits  very  promptly. 

Mr.  Wallingford — We  fellows  in  the  Middle  West  are  not 
exporters.  I  doubt  if  any  of  us  are  exporters.  We  are  largely 
f.  o.  b.'ers.  We  have  handled  grain  for  export  but  did  not  this 
year  partly  on  account  of  all  grain  having  to  be  dry.  We  would 
like  very  much  to  see  this  wheat  f.  o.  b.'ing  business  opened  up 
through  our  section  again  if  it  possibly  can  be  arranged.  We  do 
not  have  dryers  in  our  small  elevators,  like  those  at  the  terminal 
houses,  consequently  we  are  almost  eliminated  from  the  coarse 
grain  export  business. 

The  Chairman — There  is  nothing  in  the  present  business 
that  excludes  you  except  you  cannot  furnish  the  quality  of  corn 
they  require  for  export? 

Mr.  Wallingford — That  is  practically  the  only  thing  and 
therefore  we  would  like  to  see  the  wheat  f.  o.  b.'ing  business 
opened  up. 

Mr.  Richardson  of  Philadelphia — We  would  like  to  see  this 
field  open  so  that  v^^e  could,  if  transportation  and  terminal  facili- 
ties permitted,  accumulate  corn.  In  Philadelphia  we  cannot  get 
a  permit  to  ship  grain  to  an  export  terminal  until  we  have  it 
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sold ;  in  other  words,  we  must  go  around  about  way  selling  it 
first  unless  they  turn  it  to  us  to  f.  o.  b.  before  we  can  get  a  ship- 
ping permit  and  export  license.  We  have  frequently  had  wheat 
and  other  grains  from  Ohio,  Michigan  and  points  West  and  we 
have  a  lot  of  trouble  getting  permits.  Mr.  Irwin  knows  that. 
We  have  not  tried  to  accumulate  wheat  because  the  shippers 
would  do  business  directly  with  Mr.  Irwin.  But  we  would  like 
to  have  the  field  open  so  we  could  accumulate  wheat,  if  your 
Food  Administration  and  railroad  terminals  would  let  us  do  it. 

The  Chairman — These  seaboard  terminals  are  in  a  peculiar 
position.  They  are  the  vital  facilities  that  enable  the  flow  of 
grain  to  continue  to  our  Allies  for  their  vital  needs,  and  to  allow 
the  accumulation  of  stocks  at  seaboard  which  would  block  those 
terminals  against  that  flow  of  grain,  which  must  go  on,  is  dis- 
tinctly impossible.  If  we  can  relax  in  any  way  which  will  not 
interfere  with  the  attainment  of  that  vital  end  we  want  to  try 
it  out. 

How  much  of  a  factor  in  straight  seaboard  houses  is  the 
oats  business  with  the  Allies  as  at  present  conducted  by  the  Grain 
Corporation?  Is  it  a  source  of  income  on  which  they  rely  for 
their   maintenance? 

Mr.  Richardson — I  imagine  we  will  get  our  share,  or  the 
portion  they  dole  out.  I  am  sure  I  don't  get  what  I  think  I 
deserve  (laughter). 

Mr.  Blackford — As  to  the  oats  business,  that  is  a  small 
market  and  there  is  just  one  buyer  and  we  have  to  rely  on  the 
Chicago  quotations.  We  know  what  it  will  cost  on  the  track 
and  what  it  will  cost  f.  o.  b.  and  we  have  our  own  idea  of  the 
profit  a  man  should  make.  Then  we  go  to  Chicago  and  buy  on  a 
very  small  margin.  We  get  a  small  profit  and  there  in  Chicago 
they  generally  get  that  away  from  us.  The  result  is  we  handle 
millions  of  bushels  of  that  grain  and  we  are  very  lucky  if  we 
come  out  even.  I  think  that  is  the  experience  of  every  single 
exporter.  Every  exporter  in  the  United  States  except  a  few 
have  given  it  up.  We  in  Baltimore  have  generally  given  it  up 
and  we  don't  attempt  to  do  it.  We  all  lost  money.  Unless  you 
are  as  cheap  as  any  of  those  people  you  naturally  don't  do  any 
business  and  no  one  enters  the  field. 

Mr.  King — This  question  refers  altogether  to  the  export 
business  at  terminals? 

The  Chairman — We  are  discussing  the  whole  field  of  the 
operation  of  seaboard  exporters. 
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Mr.  King — As  far  as  exporters  are  concerned,  I  can  only 
speak  about  wheat.  There  has  been  no  delay  in  the  shipment  of 
com  so  far  as  permits  are  concerned.  On  coarse  grain  there 
has  been  great  delay  in  getting  permits  and  shipments  at  terminal 
markets.  We  have  suffered  by  that  in  the  interior  and  in  the  ter- 
minal markets  extremely  during  the  past  season,  of  course  very 
largely  on  account  of  transportation. 

Mr.  Eddy — I  can  endorse  what  Mr.  Blackford  said  regarding 
export  profits  on  oats.  That  is  what  we  have  to  lean  on  at  the 
present  time  for  a  living.  I  cannot  see  myself  how  it  is  pos- 
sible for  any  exporter  who  does  that  business  to  keep  his  or- 
ganization together  and  continue  in  business  if  this  war  is  going 
to  last  any  length  of  time,  unless  we  are  allowed  to  handle 
wheat.  The  corn  business  has  been  disappointing.  Only  a  very 
small  quantity  of  the  corn  has  been  handled  this  year  and  that 
has  been  distributed  around  among  different  exporters,  but  it 
has  not  amounted  to  anything  and,  as  far  as  we  know,  won't 
amount  to  a  great  deal.  It  seems  to  me  it  is  vitally  important, 
if  the  exporters  are  going  to  be  continued  in  business  so  as  to 
be  here  after  the  war  closes,  that  we  be  allowed  to  handle  wheat 
in  some  way  in  order  to  derive  enough  revenue  to  pay  our  ex- 
penses. We  don't  want  to  make  any  money  but  we  don't  expect 
to  lose  too  much  and  we  can't  afford  to  lose  too  much.  And  I 
may  say,  Mr.  Chairman,  we  don't  expect  to  make  any  money 
during  this  war  and  we  don't  want  to  but  we  would  like  to  pay 
expenses  and  not  draw  on  our  principal,  because  that  is  not  the 
way  anyone  is  going  to  continue  for  a  great  length  of  time.  I 
think  all  exporters  are  agreed  on  that  and  I  hope  some  way  will 
be  devised  so  that  we  will  be  allowed  to  handle  the  wheat  at  a 
small  profit. 

Mr.  Priddy — Referring  to  the  question  of  f.  o.  b.'ers  or  ex- 
porters, I  am  not  very  familiar  with  the  question  as  a  world 
exporter.  But  for  the  past  six  or  seven  years  in  the  Southwest, 
as  dealers  of  the  Southwest  we  have  enjoyed  a  very  good 
f.  o.  b.'ing  business  and  if  the  Food  Administration  could  find 
some  possible  way  which  would  permit  the  movement  to  the 
Gulf  or  the  movement  of  wheat  not  necessarily  to  the  Gulf  but 
to  the  ports  and  where  those  who  have  been  gatherers  of  wheat 
from  the  country  and  f .  o.  b.'ers  at  the  various  ports  engaged 
in  the  wheat  business  to  any  extent,  by  perhaps  restricting  the 
sales  to  Governments  to  which  our  Government  might  find  it 
desirable  to  furnish  supplies,  it  would  be  a  source  of  revenue  to 
us  without  any  harmful  effect  anywhere.     If  that  is  possible,  the 
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Southwest  would  be  very  glad  to  find  an  opportunity  to  move  the 
wheat  through  the  Gulf  ports  as  against  the  all  railroad  movement 
to  the  Eastern  ports,  and  that  might  serve  to  relieve  the  railroads 
of  a  great  deal  of  this  long  haul  business  and  permit  them  to 
utilize  a  considerable  portion  of  their  equipment  where  it  is 
otherwise  much  needed.  The  Gulf  ports  I  do  not  think  this 
year  have  been  congested  by  reason  of  the  fact  that  very  little 
of  the  wheat  moved  and  we  are  out  of  the  line  of  the  most  of 
the  grain  and  oats  and  corn  territory.  Therefore  any  accumula- 
tion of  stock  necessary  to  load  cargoes  would  not  mean  any 
hardship  or  curtail  or  hinder  export  facilities  in  any  way.  So 
the  facilities  to  handle  the  general  movement  of  com  and  oats 
and  wheat  to  Galveston  and  New  Orleans  have  been  compara- 
tively idle  because  there  was  nothing  there  to  export  and  we  could 
use  those  facilities  for  any  purpose  we  wanted  to. 

Mr.  Richards — The  only  way  we  can  buy  oats  is  on  the  basis 
of  an  option  and  when  we  get  to  Chicago  it  generally  gets  away 
from  us  and  we  have  to  work  on  a  skinned  profit.  They  are 
trying  to  limit  speculative  transactions  to  200,000  bushels.  We 
think  that  should  be  broadened  in  oats  to  500,000  bushels  at 
least  and  that  would  give  us  a  very  narrow  margin. 

The  Chairman — Let  me  develop  this,  is  it  true,  in  spite  of 
your  sad  experience  in  the  oats  business,  that  you  would  hate 
to  be  deprived  of  your  business? 

Mr.  Richards — No. 

Mr.  Richardson  of  Philadelphia — I  will  explain  this.  The 
same  brokers  that  work  for  them  work  for  us  and  we  generally 
get  the  same  message  and  we  get  busy  to  see  if  we  can't  beat 
that  competition.  That  is  the  whole  story.  I  would  like  to  say 
as  to  your  future  trading,  the  more  you  restrict  that  the  harder 
it  is  for  us  to  get  hedging  for  the  market. 

The  Chairman — I  will  tell  you  frankly  that  there  is  a  feeling 
in  Washington  that  the  Army  should  do  this  work  and  it  should 
be  concentrated,  and  if  they  do  it  it  will  be  done  by  the  Army 
in  the  West  and  forwarded  by  the  Army.  That  means  that 
seaboard  exporters  are  going  to  lose  their  present  field  of  export 
business.  What  I  want  to  draw  out  is  whether  that  is  essential 
to  maintain  present  seaboard  houses? 

Mr.  Hayward — Do  you  refer  to  the  United  States  Army 
only? 

The  Chairman — To  the  Allies,  too. 
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Mr.  Richardson — That  business  is  not  very  good,  but  it  is 
all  we  have  (laughter). 

The  Chairman — In  spite  of  what  you  might  have  said,  in 
an  illconsidered  way  in  your  earlier  testimony,  you  do  need  the 
oats  business?     (Laughter.) 

Mr.  Blackford — I  think  we  have  been  getting  something  out 
of  it  since  the  1st  of  January,  but  prior  to  that  time  we  lost 
money. 

The  Chairman — I  want  to  say,  as  it  looks  now,  if  we  cannot 
release  you  from  some  of  the  regulations  regarding  the  exporta- 
tion of  grain,  if  you  lose  this  oats  business  you  see  no  way  of 
maintaining  your  houses.    Is  that  true  ? 

Mr.  Blackford — Yes,  that  is  absolutely  true. 

Mr.  Richardson — Me  too. 

The  Chairman — Are  there  any  other  phases  of  this  seaboard 
market  proposition  that  should  be  discussed  and  that  have  not 
been  brought  up?  It  is  now  quarter  of  one.  Before  we  start 
a  new  subject  should  we  adjourn  for  lunch  and  if  so  how  early 
may  we  start  this  afternoon? 

Mr.  Hayward — I  suggest  that  we  adjourn  until  2 :30. 

The  Chairman — Let  us  compromise  and  adjourn  until  2:15 
promptly. 

Adjourned  until  2:15  P.  M. 


New  York,  May  1st,  1918. 

Conference  Resumed. 
2:15  P.  M. 
The  Chairman — Gentlemen,   we   will  start  on   Section  IV, 
Milling  questions  as  affecting  grain  handling. 

IV.    Milling  Questions  as  Affecting  Grain  Handling. 

If  this  is  going  to  develop  much  discussion  I  suggest  that  we 
postpone  it  and  go  to  Section  V,  because  some  of  the  delegates 
have  to  leave  this  afternoon  and  have  made  that  request.  We 
will  start,  however,  with  Section  IV. 

Mr.  Hayward — I  ask  the  privilege  of  speaking  slightly  out 
of   order. 

The  Chairman — You  may. 
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Mr.  Hayward — The  next  question  affects  milling,  in  which 
I  am  interested.  That  is  predicated  altogether  on  the  price  basis. 
If  there  is  any  change  in  that  basis  at  all  I  presume  that  will  be 
after  a  conference  between  the  Milling  Division  and  the  Grain 
Corporation.  As  we  see  it  now,  as  a  milling  proposition  strictly, 
there  is  not  much  of  a  definite  nature  on  that  subject  at  present. 
That  does  not  include  the  grain  end  of  the  milling  situation,  but 
merely  as  the  milling  situation  exists,  I  think,  as  a  general  propo- 
sition of  grain  control,  the  attitude  of  the  Baltimore  Board  is 
that  may  safely  be  left  in  the  hands  of  the  Grain  Corporation. 
We  realize  that  certain  restrictions  are  necessary  and  we  believe 
that  you  are  better  able  to  judge  those  restrictions  than  we  are 
and  our  whole  endeavor  has  been  in  the  past  and  will  be  in  the 
future  to  co-operate  with  you  in  any  restrictions  which  you  be- 
lieve necessary.  I  think  what  I  have  said  covers  all  I  wish  to 
say  excepting  to  extend  the  thanks  of  the  Baltimore  Chamber  of 
Commerce,  and  myself,  personally,  for  the  privilege  of  having 
been  in  attendance  here. 

The  Chairman — A  good  many  of  the  questions  that  have 
come  up  between  the  grain  trade  and  the  milling  trade  have  been, 
of  course,  discussed  from  other  angles,  but  if  there  are  any  ques- 
tions that  you  think  of  now  in  which  the  grain  trade  is  directly 
interested,  outside  of  the  question  of  a  new  procedure  which 
will  be  discussed  in  time,  I  hope  by  a  Committee  of  the  Grain 
Trade  as  well  as  one  from  the  Milling  Industry,  I  would  like  to 
have  them  discuss  now. 

Mr.  King  (of  Philadelphia).  From  the  standpoint  of  the 
grain  trade  in  the  Philadelphia  territory  the  only  criticism  we 
have  on  the  milling  situation  is  the  basis  of  buyng  from  the  mill- 
ers. The  grain  men  and  the  milling  men  believe  that  the  basis 
should  be  on  the  basis  of  one  per  cent,  rather  than  a  per  cent,  per 
bushel.  We  realize  the  importance  of  the  millers  being  given  an 
opportunity  to  further  their  industry,  yet  at  the  same  time  we 
think  this  change  should  be  made.  It  is  conceded  that  one  per 
cent,  on  wheat  is  not  too  much  for  them  to  have.  It  should  be 
restricted,  of  course,  as  it  is.  So  I  think  I  express  the  sentiment 
of  the  grain  trade  in  the  East  when  I  say  that  one  per  cent, 
should  be  allowed  instead  of  one  cent  per  bushel. 

As  to  the  general  operation  of  the  Food  Administration,  I 
want  to  say  that  I  think  I  express  the  sentiment  of  the  dealers 
in  Philadelphia  when  I  say  that  the  efforts  of  Mr.  Irwin  in 
handling  the  wheat  situation  and  of   all  questions  allied  with 
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this  control  business  have  been  eminently  fair  and  impartial.  We 
have  had  opportunity  to  take  up  our  questions  with  the  zone 
agent  and  have  generally  reached  a  satisfactory  conclusion. 
That  obtains  not  only  in  the  local  zone  but  in  the  general  conduct 
of  the  work  of  the  Food  Administration  in  coarse  grains  and  in 
foodstuffs,  in  which  I  am  vitally  interested.  I  want  to  take  this 
time  to  express  our  appreciation  and  the  appreciation  of  the 
trade  in  Philadelphia  territory  for  the  uniformly  courteous  and 
fair  treatment  which  we  have  received  at  the  hands  of  Mr.  Irwin. 
Of  course,  we  realize  that  control  has  become  necessary.  We 
realize,  of  course,  that  it  may  be  necessary  to  extend  it  more, 
but  we  do  hope  in  the  wisdom  of  handling  this  matter  that  it  will 
be  looked  upon  by  the  authorities  of  the  Food  Administration, 
the  Grain  Corporation  and  of  the  United  States  Food  Adminis- 
tration in  such  a  way  that  we  will  be  given  an  opportunity  to 
maintain  our  standards  under  a  very  much  restricted  business. 
And  as  to  the  question  of  profit,  we  hope  that  sufficient  will  be 
meted  out  to  us  to  enable  us  to  handle  the  general  proposition 
and  maintain  our  establishments. 

The  Chairman — I  will  promise  that  that  suggestion  of  yours 
will  be  given  consideration.  There  are  several  phases  I  want  you 
to  appreciate,  however,  and  one  is  that  when  the  mills  go  into 
the  country  and  buy  supplies  it  is  fair  to  assume  they  have  to 
offer  some  inducement  to  the  country  seller,  and  if  we  allow  one 
per  cent,  it  nets  them  f.  o.  b.  country  no  more  than  if  the  country 
seller  ships  it  to  his  customary  commission  house,  therefore  he 
is  very  likely  to  ship  it  to  his  commission  house  at  his  terminal. 
So  that  might  not  be  of  any  effect.  However,  I  will  consider  that 
carefully  and  bring  it  up  in  our  meeting. 

Mr.  King — I  hope  you  will. 

Mr.  Sherwood — Since  being  in  New  York  the  last  day  or 
two  I  have  heard  a  great  deal  about  the  mills  offering  undue  com- 
petition to  country  elevators  and  also  to  commission  men.  It 
happens  that  in  our  particular  territory  where  I  am  located  that 
does  not  happen  to  be  the  case,  and  I  assume  that  had  the  atti- 
tude of  our  mills  been  different  in  that  locality  that  same  condi- 
tion might  have  been  made  to  prevail  there  that  has  perhaps 
prevailed  in  some  other  territory,  all  of  which  would  have  been 
perfectly  legitimate  from  our  flour  miller  viewpoint.  In  other 
words,  had  it  not  been  for  the  attitude  taken  by  the  Grain  Cor- 
poration which  was,  as  I  understood  it  and  which  we  were  very 
happy  to  comply  with,  to  preserve  all  lines  of  business  as  near  as 
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possible  like  they  had  been,  the  flour  mills  all  over  the  country, 
owing  to  the  very  short  crop,  would  have  been  very  keen  after 
the  supply  that  was  produced  since  the  last  harvest  time,  and  to 
a  greater  extent  than  as  I  am  sure  existed  the  flour  mills  would 
have  been  able  to  have  put  many  more  elevators  temporarily  out  of 
business  and  many  more  commission  men's  business  would  have 
been  decreased,  all  very  legitimately  and  through  no  fault  of  the 
Food  Administration  at  all.  In  other  words,  we  have  just  been 
going  through  a  very  exceptional  crop  year  when  the  supply  of 
wheat  has  been  extremely  short.  The  flour  mills  last  fall  real- 
ized that  that  was  the  case.  They  would  have  been  very  keen 
to  have  supplied  themselves  with  the  requisite  quantity  of  wheat 
to  operate  their  mills  and  in  their  anxiety  to  operate  their  mills 
they  would  have  paid  "  freight  off  ",  as  the  expression  is,  without 
any  consideration  to  the  profits  due,  or  that  we  are  pleased  to 
consider  as  due,  to  the  country  elevators  and  to  the  commission 
men.  Therefore  I  am  quite  sure  that  generally  speaking  if  there 
is  a  country  elevator  that,  has  found  its  profits  limited  on  account 
of  the  competition  of  the  flour  mills,  or  a  commission  man  whose 
commissions  have  been  limited  on  account  of  the  competition  of 
the  flour  mills,  that  it  is  only  a  condition  that  would  have  existed 
under  a  short  crop  condition,  with  a  fair  demand  for  flour, 
whether  we  had  a  war  in  existence  or  a  Food  Administration  in 
existence  because  the  flour  mills  would  have  been  forced  to  pro- 
vide themselves  with  a  supply  of  wheat  and  in  order  to  supply 
themselves  with  that  supply  of  wheat  they  would  have  given  an 
exceedingly  keen  competition  to  the  country  elevators  and  to  the 
commission  men. 

I  have  remarked  about  a  situation  in  a  particular  territory 
where  I  am  operating.  It  so  happens  that  the  flour  mills  without 
an  exception  have  bought  on  the  same  terms  as  the  country  ele- 
vators. Our  flour  millers  have  gone  to  the  grain  elevators  and 
said,  we  will  be  very  glad  to  get  our  supply  of  wheat  from  you 
and  pay  as  much  as  you  would  get  at  the  terminals,  so  our  mills 
where  they  have  bought  wheat  from  the  farmers'  wagons,  and 
the  companies  with  which  I  am  interested  in  a  line  of  elevators, 
have  paid  exactly  on  the  same  basis  as  the  country  elevators  ex- 
pected to  buy.  So  the  grain  interests  in  that  particular  locality 
have  not  suflFered.  Therefore  I  feel  I  have  a  right  to  make  the 
remarks  I  have  in  view  of  the  fact  they  have  not  suflFered.  I 
am  not  trying  to  excuse  anything  that  the  flour  mills  in  our 
district  have  done. 
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It  occurs  to  me  that  possibly  the  flour  mills  within  the  next 
year — and,  frankly,  I  will  say  I  have  never  been  able  to  under- 
stand why  they  could  not  have  done  the  same  thing  this  past 
year,  but  certainly  this  next  year,  should  we  have  the  crop  har- 
vested we  hope  for — should  be  permitted  to  originate  their  sup- 
ply of  wheat  and  to  the  extent  of  their  ability  to  sell  flour. 

There  will  always  be  differences  between  the  amount  of  busi- 
ness to  be  obtained  by  the  various  concerns  in  the  business ;  in 
other  words,  there  will  always  be  a  diflference  in  the  ability  of 
the  different  business  houses  to  get  a  volume  of  business,  and  I 
therefore  am  not  particularly  favorable  to  the  plan  that  has  been 
followed  this  past  year  in  supplying  all  flour  mills  alike  and  have 
that  as  a  theoretical  bull's  eye. 

I  understand  in  a  general  way  that  has  not  been  very  success- 
fully accomplished ;  in  other  words,  I  perhaps  do  not  need  to 
make  any  remarks  to  this  Chairman,  concerning  the  particular 
point  I  have  in  view.  But  possibly  some  here  do  not  understand 
what  I  am  driving  at.  We  started  out  last  fall  with  the  supposi- 
tion that  all  flour  mills  for  their  own  use  were  going  to  be  fur- 
nished with  wheat  in  like  proportions,  based  on  their  previous 
three  years'  average.  If  I  understand  the  present  situation  cor- 
rectly that  has  not  been  found  entirely  feasible  and  perhaps  some 
mills  have  been  able  to  obtain  and  have  been  permitted  to  obtain 
more  wheat  than  their  so-called  annual  allotment  has  amounted 
to.  Others  have  been  able  to  obtain  an  amount  equal  to  just 
about  their  annual  production.  Others  have  secured  much  less. 
In  other  words,  it  has  not  been  entirely  feasible  to  serve  all  mills 
alike,  as  was  the  theoretical  bull's  eye  you  had  at  the  beginning 
of  the  crop  year. 

That  having  proved  to  be  the  case  it  would  seem  to  me  that 
it  might  be  less  of  a  theoretical  problem  or  more  practicable 
if  the  flour  mills  were  permitted  to  supply  themselves  with  wheat 
to  the  extent  of  their  requirements,  which  would  naturally  be  to 
the  extent  of  their  ability  to  secure  flour  business,  providing,  of 
course,  that  they  complied  with  the  Food  Administration  regula- 
tions as  to  holding  and  as  to  price  regulations,  etc. 

Mr.  Vincent — Is  it  in  order  at  this  time  to  discuss  the  ques- 
tion of  allowing  commission  men  at  terminal  markets  to  buy 
wheat  on  mill  orders  on  a  commission  basis?  I  know  that  that 
commission  charge  is  to  be  figured  as  part  of  the  cost  of  the  wheat 
to  the  mill. 

The  Chairman — That  was  discussed  last  night. 

184 


Mr.  Vincent — It  was  touched  on,  yes. 

The  Chairman — I  do  not  think,  Mr.  Vincent,  unless  there 
should  be  a  general  expression  to  that  effect,  I  can  allow  the 
programme  to  be  diverted  to  that  extent.  The  whole  problem 
of  the  method  of  controlling  and  supplying  mills  will  have  to  be 
worked  out,  of  course,  and  undoubtedly  also  will  be  affected  by 
the  prospective  supply.  There  are  several  angles  from  which 
the  milling  division  can  handle  this  problem  and  I  can  conceive 
that  before  any  definite  plan  is  made  for  the  new  year  that  the 
grain  trade  will  have  a  chance  to  express  themselves  on  the  effect 
of  any  method  of  milling  control  this  coming  year. 

Mr.  Clark — I  think  in  this  connection  the  mills  in  our  part 
of  the  country  have  no  desire  to  put  the  country  elevators  out  of 
business.  If  they  are  necessary  to  the  mills  certainly  the  mills 
are  necessary  to  the  country  elevators.  Where  a  mill  has  ele- 
vator stations  I  think  it  tries  to  have  those  stations  make  some 
money.  They  do  not  feel  that  a  country  station  is  a  very  good 
asset  unless  it  pays  its  way  and  earns  a  little  on  the  capital  in- 
vested. 

The  last  gentleman  who  spoke  raised  some  question  about 
the  distribution  under  the  Food  Administration  the  last  year. 
As  far  as  I  know  that  was  pretty  well  carried  out  and  the  allot- 
ment was  pretty  fairly  made.  I  know  I  had  knowledge  of  some 
complaints  but  when  I  looked  into  them  I  found  I  had  to  stop 
until  some  of  the  other  mills  that  had  not  had  their  75  per  cent, 
allotment  came  up  to  ours.  I  presume  there  were  some  excep- 
tions. That  could  not  be  helped  but,  as  a  general  thing,  I  think 
the  allotment  as  proposed  was  very  well  carried  out.  I  have 
not  heard  any  serious  complaint  otherwise. 

A  Delegate — You  ought  to  come  down  Southeast. 

Mr.  Sherwood — I  don't  want  to  be  misunderstood  by  any 
remark  that  I  may  have  inadvertently  made.  The  companies 
with  which  I  am  connected  have  been  able  to  obtain  corn  and 
wheat  in  proportion  to  our  annual  allotment.  When  I  said  it 
was  my  general  understanding  that  some  mills  had  not  been  able 
to  accomplish  that  I  was  not  speaking  from  personal  experience 
or  of  our  own  experience.  While  we  have  not  exceeded  our 
allotment,  or  90  per  cent,  of  our  allotment,  there  is  such  an  im- 
pression among  millers.  We  are  about  as  well  fixed  as  any  con- 
cern which  has  kept  within  its  allotment.  Neither  did  I  intend 
myself  to  be  understood  that  I  favored  country  mills  going  out 
and  bidding  over  country  elevators,  because  our  policy  has  been 
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just  what  the  gentleman  recommended  as  the  proper  view  to 
take;  in  other  words,  if  we  have  a  country  elevator  station  we 
want  that  station  to  stand  on  its  own  bottom  regardless  of  the 
milling  cost.  Believing  that  we  are  in  the  elevator  business  as 
well  as  in  the  milling  business  we  expect  our  elevators  to  make 
a  profit  which  it  is  perfectly  fair  and  right  they  should  make. 
That  is  the  way  everything  has  gone  along  in  our  country  with 
the  commission  men  and  the  country  elevator  men  strictly  in  the 
elevator  business  and  no  business  has  any  reason  to  complain  of 
the  mills  in  our  particular  section  of  the  country. 

And  it  seems  to  me  down  in  the  Southwest,  where  I  under- 
stand the  mills  have  felt  very  keenly  the  competition  of  the 
country  elevators  that  if  the  country  elevators  had  explained  to 
the  mills  that  they  would  furnish  them  with  the  quantity  of 
wheat  those  mills  were  permitted  to  buy  they  could  have  got  along 
pretty  nicely  down  there. 

The  Chairman — No  doubt  they  could  have  done  that  nicely, 
but  where  would  the  Allies  have  been  in  September,  October, 
November  and  December?    That  is  what  worried  us. 

Mr.  WooLEY — I  want  to  say  I  am  also  connected  with  the 
milling  trade  and  with  our  milling  business  we  have  seven  coun- 
try stations.  This  last  year  there  was  practically  little  or  no 
wheat  in  our  district.  For  that  reason  we  happened  to  be  one 
of  the  mills  which  since  the  1st  of  January  have  been  unable  to 
get  their  proportion  of  v/heat.  We  are  not  complaining,  because 
I  suppose  the  supply  has  been  very  scant.  I  just  mention  that. 
It  seems  to  me  now,  however,  with  the  prospects  we  have  of  a 
large  crop  that  it  might  be  well  and  good  business  to  at  least 
open  the  opportunities  for  allowing  the  mills  to  obtain  their  sup- 
plies of  wheat  themselves  and  having  it  shipped  directly  to  them. 
This,  of  course,  with  the  fixed  price  set  by  the  Food  Admin- 
istration. Mills  depend  on  their  own  facilities  and  also  their 
friendship  in  the  past  with  elevators  with  whom  they  have  dealt. 
Also  it  seems  to  me  it  would  be  good  policy  on  the  part  of  the 
Food  Administration  not  to  run  the  wheat  out  of  the  country 
in  the  interior  but  to  let  it  accumulate  to  a  greater  extent  than 
in  the  past;  that  is,  not  limit  us  to  a  30  days'  supply  and  let  it 
accumulate  a  few  months  until  needed  in  other  sections  and  then 
we  could  order  our  cars.  It  seems  to  me  that  as  long  as  not 
absolutely  needed  we  ought  to  be  permitted  to  hold  it  and  accu- 
mulate it  in  the  country. 
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Mr.  HuTCHiNS — Would  it  be  admissible  under  this  subject 
to  bring  up  the  matter  of  the  war  tax  that  the  mills  have  charged 
back  to  them  on  country  shipments? 

The  Chairman — I  will  give  you  a  chance  to  discuss  that 
later.  That  is  hardly  a  milling  matter.  That  is  a  Grain  Corpora- 
tion policy.  The  mills  are  doing  that  by  direction  of  the  Grain 
Corporation.  I  will  be  very  glad  to  have  you  discuss  that  later 
today. 

Mr.  Evans — Notwithstanding  the  fact  that  the  millers  have 
had  more  or  less  vexation  regarding  reports  and  adjusting  them- 
selves to  new  arrangements,  I  feel  that  the  handling  of  grain  has 
been  done  under  the  circumstances  as  well  as  could  possibly  be 
expected,  and  I  think  with  my  friend  over  here  that  those  who 
have  had  the  oversight  of  it,  as  in  the  case  of  Mr.  Irwin,  are 
entitled  to  the  thanks  of  the  trade  for  their  consideration  and 
the  trouble  they  have  been  put  to. 

It  seems  to  me  that  the  administration  of  the  Grain  Corpora- 
tion during  this  time  has  been  as  well  as  could  be  expected.  We 
did  not  get  always  just  what  we  wanted,  but  it  is  all  coming  out 
in  the  wash.  I  have  three  questions  I  would  like  to  ask  which 
are  not  down  in  your  programme  in  your  sixth  section  under 
the  heading  of  New  Crop  Problems.  If  agreeable  I  will  ask 
them  now. 

The  Chairman — Mr.  Evans,  they  will  come  up  naturally 
under  Section  VI.  I  would  like  to  make  some  progress  before 
that  because  there  will  be  a  general  discussion  when  that  comes 
up.     Can  you  wait? 

Mr.  Evans — Certainly. 

The  Chairman — Suppose  we  pass  Section  IV  with  the  un- 
derstanding that  we  can  come  back  to  it  if  it  develops  under 
Section  VI  in  any  way  so  we  can  approach  this  coarse  grain 
problem  for  the  benefit  of  some  gentlemen  who  must  leave  this 
afternoon,  as  I  said  before. 

V.    Coarse  Grain  Problems. 

Now,  gentlemen,  the  whole  question  of  coarse  grain  regula- 
tion is  before  you.    Do  not  be  afraid  to  fire. 

Mr.  Priddy — Under  the  question  of  the  coarse  grain  regula- 
tions, would  that  cover  the  subject  of  the  desirability  of  a  fixed 
price  on  any  coarse  grain  as  compared  with  wheat? 
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The  Chairman — That  is  perfectly  proper  but  hardly  prac- 
ticable.   There  is  no  authority  to  fix  a  price  on  coarse  grain. 

Mr.  Priddy — Do  you  think  this  body  might  be  influential  in 
bringing  about  any  desired  changes  that  might  serve  a  good  pur- 
pose, not  as  an  organization  but  as  individuals? 

The  Chairman — I  do  not  know  just  what  influence  this  body 
might  have  with  Congress.  You  might  try  it  on  Senator  Reed, 
I  think  it  perfectly  proper  to  discuss  it. 

Mr.  Priddy — The  question  that  has  come  up  before  all  of 
us  in  endeavoring  to  make  our  wheat  allotment  go  as  far  as  pos- 
sible, especially  in  the  past  year — for  while  the  prospects  look 
good  for  the  future  we  have  not  yet  harvested  the  crop — is  that 
it  appears  that  in  those  sections  of  the  country  where  both  corn 
and  wheat  are  being  produced  that  the  growing  of  corn  at  prices^ 
that  prevailed  during  the  past  season  has  been  so  much  more 
profitable  that  farmers  have  been  inclined  to  give  a  greater  con- 
sideration to  the  growing  of  corn,  and  the  cost  of  cornmeal  as 
a  human  food  has  been  relatively  so  much  higher  in  comparison 
with  flour  that  the  people  have  found  it  to  be,  for  economic  rea- 
sons, far  better  for  them  to  use  flour.  So  when  it  looks  like  a 
bushel  of  corn  of  56  pounds  will  sell  in  the  United  States  for 
a  price  materially  above  a  bushel  of  wheat  it  has  been  found 
advisable  and  almost  necessary  in  a  great  many  cases  where 
wheat  should  have  been  retained  as  a  human  food  to  feed  it  to 
livestock.  I  am  sure  that  has  been  the  case  in  Oklahoma  and 
in  portions  of  Texas  and  the  Southwest  where  farmers  found 
it  much  more  economical  to  feed  wheat  at  $2  a  bushel  on  the 
farm  than  to  haul  wheat  into  stations  and  then  haul  back  com 
at  $2.20  or  $2.25  for  56  pounds.  So  I  think  the  country  at 
large,  or  at  least  those  with  whom  I  have  discussed  the  matter, 
feel  if  the  Food  Administration  or  such  other  agency  as  might 
be  available  find  it  possible  to  place  a  restriction  on  corn  that 
would  keep  its  selling  value  something  like  in  line  with  its  rel- 
ative cost  of  production  with  wheat  we  probably  would  be  able 
to  eat  more  combread  and  would  grow  more  wheat. 

The  Chairman — May  I  comment  a  little  on  that  because  you 
bring  out  a  question  of  policy?  March  1st  the  Department  of 
Agriculture  made  a  special  investigation  of  the  amount  of  wheat 
fed  out  of  this  year's  crop  and  arrived  at  the  conclusion  that 
13,000,000  bushels  have  been  fed.  The  export  price  o'f  these 
cereals  with  which  we  are  familiar  in  our  ofiice  because  they 
go  through  our  office  a  good  deal  at  present  ranges  as  to  corn- 
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meal  $8  to  $9  per  barrel  and  as  to  wheat  flour  about  $11  per 
barrel.  So  the  situation  you  speak  of  where  com  was  20  cents 
higher  than  wheat  does  not  exist  now. 

The  other  answer  is  that  if  the  corn  return  has  been  so  much 
more  favorable  than  wheat  why  should  we  cut  off  the  supply 
of  65,000.000  to  66,000,000  bushels  of  wheat  and  especially  in 
view  of  the  fact  that  Mr.  Hoover  says  that  it  goes  so  high  in 
this  country  that  it  now  encroaches  on  the  meat  crop  acreage? 

Mr.  Priddy — A  great  deal  of  the  United  States  is  not  adapted 
to  corn  growing  that  is  adapted  to  wheat  growing.  While  I 
presume  your  figures  are  correct  it  does  appear  that  a  great  deal 
of  the  country  is  devoting  more  attention  to  corn  than  conditions 
at  this  time  will  warrant.  If  in  any  way  the  Grain  Corporation 
could  find  a  way  to  keep  the  two  things  closer  together  it  would 
be  something  to  be  desired.  There  is  no  question  but  that  com 
has  been  affected  by  traffic  conditions,  of  course. 

The  Chairman — What  I  want  to  emphasize  is  that  the  pres- 
ent comparative  condition  is  not  such,  apparently,  as  to  warrant 
an  exceptional  effort  being  made  to  control  the  price  of  corn. 

Mr.  Sager — The  condition  where  the  acreage  of  corn  is  being 
enlarged  at  the  expense  of  wheat  does  not,  in  the  opinion  of 
grain  men  I  have  talked  with,  obtain  in  the  central  and  northern 
belts.  There  and  especially  in  the  northern  belt,  owing  to  the 
poor  quality  of  seed  corn,  the  prospect  now  is,  as  I  gather  from 
such  sources  of  information  as  I  found  available,  that  our  acre- 
age of  corn  in  the  northern  part  of  the  com  belt  will  be  relatively 
smalled  than  other  grains,  and  that  may  correct  the  situation  Mr. 
Priddy  referred  to. 

Mr.  Shorthill — In  the  investigation  you  referred  to,  was 
any  attempt  made  to  compare  the  consumption  of  wheat  for 
animal  feed  during  the  past  year  with  the  consumption  of  wheat 
for  animal  food  in  other  years? 

The  Chairman — Yes,  and  they  said  their  investigation  con- 
vinced them  that  it  had  been  less  than  normal  this  year. 

Mr.  Shorthill — I  would  like  to  comment  on  that  because  in 
this  room  there  have  been  some  insinuating  suggestions  dropped 
about  the  poor  farmer  in  this  country.  I  want  you  to  get  the 
idea  that  in  response  to  the  patriotic  appeal  of  the  Government 
this  last  year  that  the  farmers  have  fed  less  wheat  to  their  live- 
stock this  year  although  it  cost  them  more  money  to  feed  other 
things. 
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The  Chairman — I  gather  from  the  sentiment  expressed  that 
the  60  days'  supply  regulation  and  the  60  days'  sale  period  lim- 
itation are  acceptable. 

Mr.  Tapper — We  represent  a  different  angle  and  a  different 
phase  of  this  situation.  For  two  days  I  have  listened  to  prod- 
ucers' propositions.  We  throughout  the  Northeastern  part  of 
these  United  States  are  practically  consumers.  We  are  at  the 
other  end  of  transportation  and  it  takes  a  long  time  under  ordin- 
ary conditions  to  get  stock  from  primary  markets  to  our  homes. 
Under  ordinary  conditions  and  under  normal  conditions  of 
transportation  the  60  day  period  would  be  perfectly  satisfactory 
to  New  England,  but  under  conditions  such  as  existed  during 
the  past  five  or  six  months  the  60  days'  period  is  not  enough  to 
give  New  England  an  economical  supply  of  foodstuff.  The  60 
days'  period  as  put  out  by  the  Grain  Corporation  has  been  prac- 
tically made  null  and  void  in  New  England  because  at  the  present 
time  primary  markets  of  this  country  and  the  dealers  in  New 
England  are  confronted  with  the  situation  that  stuff  that  should 
have  been  shipped  last  November  and  December  is  not  shipped 
yet.  So  you  can  readily  see  the  60  days'  period,  so  far  as  we 
are  concerned,  is  a  myth  and  cannot  be  lived  up  to,  even  under 
present  circumstances. 

Mr.  Mason — In  operating  our  terminal  elevator  your  60 
days  limitation  has  not  been  so  hard  on  us  when  we  were  not 
able  to  hedge  because  it  has  kept  our  elevators  comparatively 
free  from  coarse  grain.  That  should  have  been  discussed  this 
morning  by  Mr.  Pierce  and  is  very  closely  connected  with  the 
thoughts  he  expressed  this  morning.  But  in  another  year,  if 
hedging  facilities  are  allowed,  I  cannot  conceive  anything  gained 
by  the  60  days'  limitation,  particularly  where  there  is  a  large 
crop.  If  there  were  a  short  crop  and  there  were  accumulations 
I  can  see  where  a  gain  might  be  made,  but  if  we  have  a  large 
crop  I  think  it  will  be  to  the  great  advantage  of  the  Government, 
to  the  dealers  and  to  the  trade  in  general  to  have  that  food  open 
not  only  60  days  but  for  an  indefinite  time.^  It  should  be  longer 
than  60  days  where  we  have  a  good  crop. 

Mr.  Smith — In  Texas  where  we  have  had  18  months  drouth 
in  the  western  portion  of  the  State  and  where  the  heavy  cattle 
feeding  is  usually  and  where  the  great  lack  of  foodstuffs  was 
felt  this  year  the  inability  of  the  feeder  to  protect  himself  in  any 
manner  for  a  longer  period  than  60  days  has  worked  great  hard- 
ship.    That  has  borne  very  heavily  on  the  cattle   feeder  who 
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produces  quite  an  appreciable  amount  of  our  beef,  Texas  having 
a  wide  territory  for  the  cattle  raising  industry. 

The  Chairman — As  wide  as  last  night?    (Laughter). 

Mr.  Smith — Yes,  we  have  not  shrunk  at  all  since  I  came  to 
New  York.  I  sent  in  December  a  traveling  man  into  South- 
eastern Missouri,  where  the  best  and  dryest  quality  of  white  com 
is  grown,  and  secured  as  much  of  that  as  I  could  and  I  used  it 
this  year  for  bread  making  purposes.  I  bought  what  I  consid- 
ered a  60  days'  supply  of  white  corn  for  my  trade.  I  closed  out 
the  last  bushel  of  that  on  the  22nd  of  February,  Washington's 
Birthday.  Since  that  time  I  have  been  unable  to  get  satisfactory 
corn  for  bread  making  purposes  from  any  territory. 

The  60  days'  period  works  in  the  same  manner  that  a  rule 
in  business  would  work  in  any  established  business  that  has  to 
regulate  its  business  every  60  days.  I  think  that  any  business 
that  stops  in  its  operation  and  regulates  itself  every  60  days  is 
hampered  very  greatly  and  I  think  its  efficiency  is  decreased  very 
materially. 

I  would  like  to  have  said  this  morning,  when  you  were  dis- 
cussing the  option  question,  that  in  Texas  we  have  no  use  for 
July  and  September  corn  options,  but  we  do  have  great  use  for 
December  and  May  options,  and  that  need  develops  early  in  the 
fall,  so  really  in  October  we  would  like  to  buy  May  corn.  In 
January  and  February  in  Texas  we  usually  have  a  period  of 
humidity,  warm  weather,  that  rushes  the  corn  into  germinating 
processes  and  makes  it  very  dangerous  to  carry  it  through  Feb- 
ruary and  March  and  we  would  like  to  have  the  fresh  shelled 
corn  that  comes  to  the  market  in  March,  April  and  early  May. 
If  I  had  my  way  about  the  option  business  I  would  make  the 
current  six  months  the  trading  basis  in  options  and  I  think  in 
any  territory  where  supplies  are  needed  that  a  two  months'  re- 
striction works  a  great  hardship  both  on  the  grain  dealer  and 
on  the  consumer  as  well  and  I  think  in  the  last  year  it  has  cut 
down  the  meat  production  in  Texas  25  per  cent.,  and  that  means 
a  whole  lot.  That  means  as  much  as  cutting  the  cotton  produc- 
tion 25  per  cent.  We  produce  about  one-third  of  the  cotton  in 
the  United  States  in  Texas,  possibly  about  one-fourth  of  the 
world's  supply  (laughter).  As  far  as  my  section  is  concerned, 
I  believe  a  current  90  day  restriction  on  hedging  and  a  60  days' 
limitation  on  supply  work  very  harmful  results. 

The  Chairman — I  do  not  want  to  curtail  discussion  on  this 
important  point  at  all. 
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Mr.  Carkener — I  think  we  should  have  a  90-day  period  on 
futures.  The  cash  period  is  hmited  to  60  days.  The  1st  of 
April  we  should  be  permitted  to  open  with  July  futures  and 
continue  them  away  through  the  year.  The  current  month  is 
really  a  closing  up  month.  By  the  1st  of  April  you  really  have 
only  60  days  for  future  business  in  June  and  July.  I  think  if 
figured  that  way  our  future  business  would  work  more  satis- 
factorily. 

Mr.  Pierce — I  would  like  to  call  your  attention,  Mr.  Chair- 
man, to  one  fact.  It  seems  to  me  that  the  Food  Administration 
perhaps  overlooked  this,  although  no  doubt  it  will  develop  that 
they  have  not  overlooked  anything.  In  almost  every  section  of 
the  Food  Act  is  found  a  specific  exemption  from  the  operation 
of  that  section.  As  far  as  this  question  of  60  days  is  concerned, 
bread  stocks  are  not  like  stocks  of  eggs  and  perishable  provisions. 
As  a  matter  of  fact,  our  office  stocks  are  matters  of  public 
record,  especially  now  the  way  the  visible  supply  has  been  com- 
puted in  recent  years,  taking  in  all  principal  points.  They  are 
really  a  matter  of  public  record.  You  can  turn  to  any  trade 
paper  every  week  and  find  out  how  much  of  each  kind  of  grain 
there  is  at  any  point  in  the  country. 

Inasmuch  as  we  have  no  control  over  the  grain  in  any  way, 
and  inasmuch  as  under  two  or  three  sections  at  least  of  t^^^^ 
Food  Act  you  have  absolute  control  over  anything  you  can  get 
your  hands  on,  you  can  do  with  us  as  you  please  through  the 
power  given  the  President  and  you  have  absolute  control  over  it. 
Wherein  lies  the  advantage  of  not  abandoning  a  policy  that  tends 
to  crowd  back  the  grain  into  the  hands  of  those  over  whom  you 
have  no  influence  and  out  of  whose  possession  you  could  get  it 
under  certain  circumstances  only  with  the  greatest  difficultv  ■ 
fact,  in  some  sections  you  would  have  to  raise  the  entire  National 
Army  to  do  it.  Why  do  that  instead  of  letting  it  come  out  and 
become  a  public  stock  where  you  can  take  possession  of  it  by 
allowing  the  holder  a  reasonable  price  for  his  holdings?  That 
power  is  distinctly  given  you,  if  I  understand  this  Act.  Now, 
wherein  lies  the  advantage  of  this  policy  which  tends  to  restrict 
the  accumulation  of  stocks? 

The  Chairman — Please  elaborate  what  policy  you  mean  in 
your  judgment  that  does  tend  to  restrict  the  accumulation. 

Mr.  Pierce— I  mean  this  60  days'  clause  in  connection  with 
the  restrictive  attitude  toward  speculation.  Speculation  is  the 
risk  in  your  ownership  of  any  commodity,  as  far  as  a  possible 
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change  in  value  of  it  is  concerned,  while  it  is  in  your  hands. 
That  is  what  speculation  is.  The  Food  Administration  has 
coined  a  new  word  for  it,  "  profiteering."  I  imagine  the  man 
in  the  Food  Administration  had  in  mind  as  a  profiteer  is  one 
who  attempts  to  secure  an  unreasonable  and  unfair  speculative 
profit. 

The  people  want  to  buy  soft  corn  and  at  a  price  that  insures 
themselves  against  loss,  even  if  a  considerable  portion  goes  out 
of  their  hands.  If  it  does  not  go  out  of  their  hands  and  the 
price  goes  up  then  they  will  make  a  large  profit.  If  they 
make  a  mistake  and  it  does  go  out  of  condition  or  the  demand 
ceases,  then  they  make  an  equally  large  loss.  I  cannot  conceive 
how  the  grain  trade  can  be  conducted  on  any  other  basis  than  a 
trade  basis.  It  is  a  trading  business.  The  element  of  trade 
permeates  it.  In  fact,  that  is  all  there  is  to  the  grain  business. 
It  is  a  trading  proposition,  excepting  in  so  far  as  the  work  of 
accumulating  and  distributing  is  concerned.  But  trading  cannot 
be  eliminated  if  the  business  is  to  be  conducted  by  people  who 
have  to  assume  the  responsibility  of  ownership. 

As  far  as  food  control  is  concerned,  the  only  food  control 
that  is  really  eflfective  and  valuable  is  such  control  as  was  exer- 
cised by  the  Food  Administration  over  wheat.  There  the  Gov- 
ernment steps  in  and  substitutes  itself  for  the  machinery  of  the 
grain  trade  and  assumes  all  the  risks  that  ordinarily  are  assumed 
by  the  grain  trade.  It  has  its  own  machinery  and  it  is  responsible. 
It  accepts  the  entire  risk  and  the  distribution  of  the  machinery 
is  perfect  from  start  to  finish. 

When  you  start  in  trying  to  indefinitely  control  any  business 
— this  applies  more  to  the  grain  trade  than  any  other  line  of 
business  but  it  is  more  or  less  applicable  to  all  business — it  is 
like  going  up  to  a  perfect  machine  and  because  you  think  there 
is  some  wheel  that  the  machine  would  be  better  off  without  you 
take  a  wrench  and  break  it.  That  machine  won't  run.  The 
effect  of  that  breakage  may  go  farther  than  any  one  can  pos- 
sibly calculate.  So  when  it  comes  to  a  question  of  partial  in- 
terference it  is  something  that  has  to  be  considered  very  care- 
fully because  there  is  nothing  artificial  in  the  ordinary  affairs  of 
business.  If  you  have  something  artificial  you  have  to  put 
something  else  artificial  in  to  meet  that  change  in  business — 
otherwise  your  machinery  becomes  ineffective. 

We,  none  of  us,  in  our  hearts  want  to  profiteer  at  this  time. 
I  think  the  grain  trade  has  shown  that  it  is  patriotic.  Mr. 
Hoover  very  nicely  gave  us  credit  for  the  patriotism  that  we 
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exhibited  that  has  cost  us  money.  He  gave  us  credit  for  that 
yesterday.  I  think  we  ought  to  consider  this  carefully  because 
we  ask  this  more  liberal  treatment  without  any  ulterior  motive 
but  only  with  the  idea  in  mind  of  devising  the  best  method  of 
conducting  our  business.  I  therefore  hope  these  suggestions  will 
be  considered  in  the  real  spirit  in  which  they  are  offered,  and 
that  is  really  with  the  desire  to  correct  those  features  which 
during  the  12  months  past  have  been  shown  to  have  been  in- 
effective in  what  we  attempted  to  bring  about,  and  see  if  we 
cannot  restore  the  business  to  the  natural  condition  where  it  can 
fulfill  its  functions  and  with  a  profit. 

The  Chairman — I  quite  agree  with  Mr.  Pierce  that  when 
one  artificial  interference  with  trade  is  made  it  inevitably  leads 
to  the  next  one  and  with  all  the  best  intentions  in  the  world  to 
stop  it  is  like  a  row  of  blocks.  The  artificial  interferences  with 
trade  were  because  with  the  war  and  transport  conditions  and 
difficulties  the  demand  for  foodstuffs  and  coarse  grains,  which 
customarily  seek  the  open  markets  of  the  world,  was  concen- 
trated on  America.  That  necessitated  our  first  artificial  inter- 
ference with  trade  in  its  natural  demand  and  supply.  It  was  to 
offset  that  artificial  interference  that  regulations  became  nec- 
essary. 

For  instance,  I  remember  Mr.  Hoover  saying  that  our  Allies 
abroad  required  for  the  supplying  of  their  needs  approximately 
6,000,000  tons  of  shipping  of  which  2,750,000  tons— about  half 
of  it — was  on  voyages  to  other  sources  of  supply  than  North 
America.  H  we  can  divert  that  tonnage  to  North  America  and 
thereby  enjoy  the  benefit  in  time  of  the  shorter  trip  we  allow 
the  more  frequent  use  of  the  vessels  as  a  shuttle  and  we  can 
save  15,000,000  tons  a  year  by  that  method.  That  is  about  three 
tons  to  a  man  and  that  means  500,000  troops  that  can  be  sent 
to  France  and  maintained  there,  and  as  a  consequence  every  ton 
of  that  vessel  tonnage  should  be  concentrated  to  North  America 
and  we  concentrated  all  North  America  and  artificially  stimu- 
lated a  demand  that  must  be  satisfied.  If  we  allow  in  North 
America  the  usual  way  of  profit  seeking,  then  we  have  stimu- 
lated the  very  hoarding  desire  which  makes  a  supply  under 
natural  conditions  impossible.  Therefore  to  make  that  flow  of 
material  seek  the  market  to  supply  this  tonnage  diverted  here  we 
put  on  the  60  days'  storage  limitation.  I  leave  it  to  your  judg- 
ment which  was  the  first  artificial  interference  with  the  custom- 
ary commercial  machinery,  and  whether  we  are  doing  right  in 
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modifying  it  after  that  first  artificial    interference    (great  ap- 
plause). 

Mr.  Smith — We  have  regulations  taking  the  place  of  the 
supply  period.  Would  it  not  be  better  to  control  the  movement 
of  every  car  of  grain  than  to  restrict  the  concentration  of  it  for  a 
definite  period. 

The  Chairman — What  do  you  think  ? 

Mr.  Smith — I  think  that  would  be  better.  I  have  not  at- 
tempted to  move  a  car  of  wheat  without  an  order  from  the  zone 
agent  of  the  Food  Administration.  I  have  attempted  to  work 
hard  to  get  it  moved  from  the  country  to  the  storage  elevator 
where  it  was  available  to  the  Food  Administration.  I  believe  it 
would  be  better  for  the  Administration  to  have  the  stuff  con- 
centrated in  the  elevators  and  requisitioned  from  the  elevators 
than  to  restrict  the  activities  of  the  terminals  and  the  storage 
elevators  in  acquiring  stock. 

The  Chairman — I  leave  it  to  each  one  of  you  to  follow  out 
that  suggestion  and  determine  whether  it  appeals  to  you  as  a 
practical  method  or  whether  you  would  like  to  run  the  chance  of 
the  interference  of  an  unforeseen  regulation — whether  you  would 
not  prefer  to  adapt  your  business  to  the  60  days'  storage  provi- 
sion and  seek  your  own  market  and  your  own  method  of  move- 
ment. 

Mr.  Pierce — The  supposition  is  that  the  regulations  for  grain 
of  any  kind  from  the  Administration  for  the  needful  purposes  of 
the  war  would  be  likely  to  be  reasonable.  There  is  no  law  say- 
ing that  the  taking  over  of  grain  will  be  without  allowing  a  rea- 
sonable market  value  for  the  commodity.  What  objection  would 
anybody  have,  the  speculator  or  anybody  else,  to  accepting  a 
reasonable  value  for  his  commodity?  I  understand  what  is  in 
your  mind  and  you  perhaps  think  that  additional  regulations 
might  restrain  even  more  than  the  60  days'  limitation.  You  may 
be  right  about  that.  But  I  do  not  really  think  so  because  I  am 
inclined  to  think,  judging  from  the  action  of  the  Food  Adminis- 
tration in  other  matters,  that  a  reasonable  compensation  at  a 
proper  price  would  be  allowed  and  they  would  not  want  to  step 
in  and  take  everything  in  sight. 

Furthermore,  under  the  act  you  have  control  of  grain  sec- 
tions under  that  section.  Under  Section  13  you  have  it  over 
grain.     I  do  not  think  the  trade  is  going  to  object  to  any  reason- 
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able  control  over  the  holdings  of  grain,  but  grain  can  be  con- 
cealed as  some  kinds  of  products  can  be  concealed  in  cold  stor- 
age, where  you  have  to  send  a  secret  service  man  to  find  it.  But 
you  can  find  where  the  grain  is  and  you  can  go  and  get  it.  I 
don't  think  you  would  have  to  requisition  a  single  bushel.  I 
think  you  could  get  out  any  quantity  of  stocks  at  any  time  at 
any  reasonable  price.  I  don't  think  this  question  of  requisition- 
ing comes  in.  We  don't  believe  the  Food  Administration  is 
going  to  treat  us  otherwise  than  fairly.  It  is  just  a  question  of 
keeping  the  grain  where  you  cannot  requisition  it,  and  at  a  rea- 
sonable price,  without  a  great  deal  of  trouble. 

Mr.  Smith — You  would  not  object  to  it  all  being  requisi- 
tioned, if  necessary  to  end  the  war. 

Mr.  Pierce — Not  in  the  slightest,  nor  do  I  think  anybody  else 
would. 

The  Chairman — Then  what  effect  would  an  extension  of 
the  regulations  have  upon  the  operator  at  the  elevator  in  accumu- 
lating his  stock  making  his  contract  for  domestic  shipments  with 
the  fear  of  interference  that  would  cancel  those  contracts? 

Mr.  Pierce — I  do  not  think  he  would  get  excited  over  that. 
If  I  have  grain  in  my  elevator  and  I  sell  to  New  England  for 
shipment  from  May  to  October,  that  belongs  to  the  people  who 
bought  it  from  me  in  May.  If  you  come  to  me  and  I  have  on 
hand  a  half  a  million  bushels  or  two  million  bushels  of  yellow 
corn  that  you  want  to  ship  abroad,  I  can  say,  that  is  not  my 
corn.  I  can  turn  to  my  books  and  show  you  every  bushel  of 
that  and  tell  you  where  you  can  requisition  it.  You  see  the 
grain ;  there  it  is.  You  can  turn  the  paper  and  find  out  where  it 
is  and  I  will  tell  you  the  name  of  the  owner  and  so  will  every 
other  grain  man,  and  the  owners  of  the  grain  won't  object  to 
your  taking  the  last  bushel  of  it  if  it  is  for  the  purpose  of  win- 
ning the  war. 

Mr.  Smith — You  can  anticipate  your  wants,  too.  You  can 
foreshadow  your  requisitions. 

The  Chairman — There  are  some  angles  of  that  I  hardly  think 
you  have  fairly  considered.  Where  there  are  50  or  200  Eastern 
buyers  with  grain  bought  below  the  market  and  the  grain  requisi- 
tioned at  the  terminals,  and  who  are  governed  by  their  contracts 
of  sale,  how  are  you  going  to  convince  them  that  is  necessary  to 
end  the  war?    Sometimes  they  are  hard  to  argue  with. 
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Mr.  Pierce — You  simply  have  to  pay  a  reasonable  price  for 
the  corn.  We  could  not  arbitrarily  turn  around  and  cancel  the 
contract. 

The  Chairman — No,  but  immediately  in  the  replacement  of 
those  contracts  there  would  be  an  effect  upon  the  market  which 
would  result  in  a  higher  market  for  those  replacements.  Almost 
without  exception  that  would  be  the  result. 

Mr.  Pierce — Granted  that  that  would  be  the  effect.  We  want 
a  reasonable  price  but  first  of  all  we  want  com.  It  is  much  more 
important  to  us  that  we  have  corn  to  make  into  meal  and,  if  you 
please,  that  would  be  the  same  with  coal  to  keep  us  warm  in  the 
winter  time,  than  it  is  whether  we  pay  five  or  seven  cents  a  pound 
for  meal  or  whether  we  pay  for  hard  coal  $8  or  $15  a  ton.  We 
want  the  corn  or  the  coal.  As  a  matter  of  fact,  we  have  to  have 
it  and  pay  the  price,  if  there  is  any  possible  way  of  getting  it. 
That  is  the  experience  we  have  had  for  the  last  12  months.  We 
do  not  accumulate  these  stocks.  We  are  not  allowed  to  en- 
courage shipments  from  farmers  by  bidding  up  prices  with  the 
expectation  of  selling  at  a  reasonable  price.  What  is  the  result? 
This  is  theoretical.  We  can  go  back  over  a  period  of  12  months 
and  see  what  happened.  It  is  not  like  arguing  as  to  what  may 
happen  during  the  next  12  months.  Here  is  what  has  been  the 
experience. 

Mr.  McLemore — Are  you  going  to  apply  the  same  rule  to 
the  60  days'  limitation  on  coarse  grain  that  you  have  applied  in 
the  case  of  wheat  and  corn  millers?  That  is  to  say,  if  you  are 
going  to  apply  the  60  days'  limitation  which  has  reference  to 
the  corn  which  the  owner  has  accumulated  over  and  above  his 
sales  for  30  or  60  days,  if  you  will  apply  the  same  rule  that  you 
have  applied  in  the  case  of  the  owners  of  mills  who  grind  corn 
into  meal,  which  permits  them  to  accumulate  a  60  days'  supply 
in  excess  of  60  days'  sales,  then  you  have  a  period  of  120  days' 
accumulation  which  would  be  sufficient  for  any  practical  pur- 
poses, where  a  man  does  not  want  to  speculate. 

The  Chairman — Yes,  that  is  right. 

Mr.  Richardson — Taking  your  view  of  it.  Say  the  grain 
is  in  Chicago  in  the  possession  of  Mr.  Pierce.  I  do  not  think 
I  would  let  them  be  so  kind  to  me  as  to  tell  me  that  my  grain 
was  requisitioned  if  it  was  for  June  or  July  shipment.  I  think 
I  would  let  him  finish  my  contract.  I  think  I  would  let  the  Gov- 
ernment requisition  the  grain  in  Mr.  Pierce's  hands  and  not  in 
mine. 
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Mr.  Smith — The  Eastern  gentlemen  have  no  more  right  to 
keep  grain  six  months  in  Chicago  than  we  have  in  our  elevators 
at  home.  If  we  cannot  carry  grain  for  more  than  two  months, 
or  if  they  cannot  carry  more  than  a  two  months'  supply  in  the 
Eastern  market,  they  cannot  carry  more  in  Chicago. 

The  Chairman — But  you  are  arguing  taking  off  the  60  days' 
limitation  and  buying  for  six  months,  let  us  say. 

Mr.  Smith — And  if  you  need  it  in  war  times  you  may  take 
it  over. 

The  Chairman — The  question  is,  what  operates  to  win  the 
war? 

Mr.  Smith— I  know — But  you  take  our  sons  on  15  minutes' 
notice  and  send  them  to  the  front  to  be  shot  at,  and  I  think  you 
can  just  as  safely  and  righteously  take  our  com. 

The  Chairman — I  wish  the  question  was  always  as  clear 
cut  as  to  say,  this  will  win  the  war  and  this  won't.  The  trouble 
is,  it  is  not  as  clear  as  that. 

Mr.  Smith — Food  will  win  the  war. 

The  Chairman — We  are  going  to  get  the  food  to  win  the 
war,  all  right,  but  at  as  little  distress  as  possible.  Now  we  want 
your  suggestions. 

Mr.  Linderholm — During  the  last  two  weeks  we  could  sell 
July  corn  and  keep  that  corn  until  the  31st  day  of  July  before 
we  had  to  deliver  it.  Why  should  there  be  any  further  limita- 
tions beyond  the  time  limit  in  the  corn  you  handle?  Personally 
I  dislike  very  much  any  regulation  whatever.  I  presume  it  is 
necessary  and  we  have  all  found  that  the  wheat  proposition  was 
doubly  so. 

Out  in  Omaha  every  one  seemed  to  be  satisfied  with  the 
wheat  game  and  I  want  to  commend  Mr.  Neal  for  the  able  way 
in  which  he  has  handled  the  wheat  business  in  Omaha  during 
this  past  winter. 

Mr.  Mullen — I  would  like  to  have  your  views  regarding  a 
matter  in  which  our  company  and  our  people  out  through  the 
West  are  very  much  interested.  In  Idaho  and  in  Utah,  but  more 
particularly  in  Idaho,  they  raise  large  crops — 10,000  or  15.000 
or  20,000  bushels.  After  harvesting  they  immediately  begin  pre- 
paring the  ground  for  the  next  crop.  They  go  into  it  heavily, 
opening  up  new  land  as  the  railroads  go  out  with  their  different 
branches,  and  they  need  money  badly.     Many  of  the  crops  are 
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mortgaged  in  advance  for  groceries  and  different  supplies.  Yon 
can  readily  see  the  great  difficulty  those  people  have  when  the 
fall  of  the  year  comes  on  if  the  elevator  is  only  allowed  to  hold 
a  30  days'  or  a  60  days'  supply.  They  will  fill  them  up  in  a 
week  and  then,  owing  to  the  scarcity  of  cars  they  find  themselves 
unable  to  take  in  any  more  wheat.  How  would  you  relieve  the 
necessities  of  the  farmers  in  a  case  like  that?  If  you  had  that 
wheat  in  Chicago  or  Kansas  City  you  could  hedge  it,  but  the 
farmer  that  has  it  in  his  bin  and  needs  his  money  and  the 
elevator  that  is  doing  its  best  to  help  him  and  perhaps  handling 
his  grain  without  a  profit  in  order  that  he  may  be  assisted  in 
opening  up  ground  and  putting  in  a  crop  again  for  the  coming 
season,  ought  to  be  protected. 

This  is  a  wonderful  country,  the  United  States  of  America. 
We  have  such  a  diversity  of  conditions  that  you  must  very  care- 
fully consider  the  different  localities  throughout  our  country. 
As  you  all  realize,  it  is  well  worth  living  in,  a  country  like  this. 
I  heard  the  gentleman  away  down  in  Boston.  His  condition  is 
somewhat  similar  to  the  position  of  the  men  in  the  extreme 
West.  If  it  pleases  you,  sir,  I  may  say  to  you  that  I  have  sup- 
plied flour  up  in  the  mountains  where  they  are  mining  out  the 
precious  metals  and  it  is  absolutely  necessary  to  put  the  flour  in 
there  in  the  early  fall.  Many  of  those  mines  are  operating  above 
the  timber  line  and  are  so  high  that  the  timber  no  longer  grows 
at  that  altitude.  Many  of  those  prospectors  go  into  the  mines 
and  stay  there  two  or  three  months  and  don't  come  out.  They 
have  to  have  more  than  a  60  days'  supply.  It  is  a  very  difficult 
problem  and  I  think  we  ought  to  be  assisted  in  meeting  it  in 
some  way. 

The  Chairman — Just  a  moment,  Mr.  Mullen.  You  are  talk- 
ing not  on  the  60  days'  limitation  as  applied  to  coarse  grains. 

Mr.  Mullen — Yes,  talking  of  wheat  as  well  as  coarse  grains. 

The  Chairman — \\^e  have  finished  the  wheat  programme  and 
I  must  stick  to  this  programme  to  get  through.  In  a  situation 
such  as  that  you  outline  the  difficulty  is  offset  by  the  fact  that  the 
zone  agent  there  representing  the  Administration  has  ample  au- 
thority to  grant  an  exception  when  considered  necessary  because 
of  unusual  conditions. 

Mr.  Mullen — I  have  stood  in  the  office  of  the  Food  Ad- 
ministrator in  Denver  when  a  condition  arose  wherein  the  farmer 
hauled  his  wheat  in  and  the  elevator  could  not  take  it  and  he 
had  to  put  it  upon  the  ground  and  in  my  presence  they  talked 
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with  me  about  it.     So  I  bring  this  before  you.     Of  course,  I  am 
not  questioning  what  you  say. 

The  Chairman — I  am  speaking  of  communities  you  men- 
tion which  need  to  have  more  than  60  days'  time,  which  is  pro- 
hibited, but  the  State  Administration  may  grant  an  exception. 

Mr.  Mullen — Is  that  true  of  wheat? 

The  Chairman — The  wheat  regulations  are  made  by  the 
Grain  Corporation  and  must  be  observed,  with  the  exception 
they  may  grant  modifications  where  conditions  warrant  it.  Any 
such  conditions  you  must  take  up  with  the  Corporation,  but  just 
now  we  are  speaking  of  the  60  days'  limitation  on  coarse  grain. 

Mr.  McMillan — It  seems  to  me  the  60  days'  clause  has 
tended  to  stop  the  movement  of  grain.  A  very  free  movement 
is  always  sacrificed  by  a  lower  price  and  especially  so  in  the 
case  of  such  grains  as  cannot  be  hedged.  In  that  case  the  farmer 
is  the  only  one  lawfully  entitled  to  hold  it.  It  must  any  way 
tend  to  keep  the  grain  on  the  farm  because  there  is  no  one  who 
has  authority  to  buy  without  conflicting  with  the  Food  Adminis- 
tration rules.  It  seems  to  me  advisable  to  keep  grain  moving  as 
rapidly  as  possible  from  the  farm  for  the  reason  that  the  farm- 
ers' markets  are  more  or  less  seasonable.  There  are  certain 
times  when  he  has  men  and  means  available  for  hauling  and  if 
the  grain  does  not  come  out  at  that  time  or  market  conditions 
are  so  unfavorable  that  he  will  not  sell  then  the  grain  won't 
come  out  until  long  after  and  at  a  still  more  unfavorable  period. 
For  example,  during  the  winter  time,  because  of  weather  con- 
ditions, it  is  frequently  impossible  for  him  to  haul  grain.  Then 
when  the  springtime  comes  on  he  has  his  spring  work  to  do.  I 
believe  it  is  advisable  to  keep  the  market  as  broad  as  possible 
so  as  to  encourage  the  farmer  to  move  his  grain  to  the  market 
at  the  proper  time,  and  therefore  the  60  days'  requirement  cer- 
tainly tends  to  narrow  the  market  to  a  very  considerable  degree. 

The  Chairman — Is  it  your  opinion  that  because  the  country 
buyer  perceives  this  60  days'  limitation  and  its  consequences 
that  he  is  a  little  less  inclined  to  trade  in  these  coarse  grains 
that  have  no  future? 

Mr.  McMillan — It  has  that  tendency.  I  think  you  notice  it 
more  particularly  in  barley  and  rye  because  their  fluctuations  are 
so  very  wide.  Whenever  the  price  declines  to  any  great  extent 
the  farmers'  deliveries  stop  almost  automatically. 
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Mr.  Wells — I  believe  that  the  country  shippers  feel  that  the 
60  days'  limitation  is  too  short.  They  generally  express  them- 
selves that  way.  In  discussing  the  matter  with  them  they  seem 
to  have  very  vague  reasons  for  it  but,  nevertheless,  it  is  a  gen- 
eral sentiment  and  I  believe  it  will  affect  their  acreage  and  will 
have  some  effect  upon  the  movement  of  grain  through  the  coun- 
try elevators. 

Mr.  Shorthill — We  have  repeated  experiences  so  far  back 
as  a  year  ago  of  many  country  dealers  who  would  not  attempt — 
and  they  were  the  very  best  class  of  dealers — to  make  any  sale 
for  a  shorter  period  than  90  days  on  account  of  the  vmcertainty 
of  the  car  supply. 

Mr.  Price — I  have  not  shipped  anything  this  winter  but  what 
has  been  offered  when  a  car  was  in  sight.  We  could  not  make  a 
sale  ahead.     It  was  impossible  absolutely. 

The  Chairman — It  probably  occurs  to  you  all  that  I  see 
nothing  conflicting  in  what  Mr.  Shorthill  just  said  as  to  the  60 
days'  clause  or  as  conflicting  with  the  rule.  A  man  may  sell 
tmder  the  60  days'  rule  with  a  provision  for  an  extension  if  it 
is  impossible  to  get  the  cars.  He  can  frame  his  terms  so  as  to 
protect  himself. 

Mr.  Shorthill — Yes,  but  on  a  readjustment  of  the  contract 
he  would  be  more  handicapped  than  if  he  were  to  take  a  chance. 

The  Chairman — But  he  can  make  that  stipulation  in  his 
contract. 

Mr.  Shorthill — It  depends  on  whether  the  other  man  agrees 
to  it. 

Mr.  Price — But  the  man  who  buys  the  feed  wants  it  in  the 
meantime.  As  to  oats  and  soft  corn.  That  must  be  sent  out  in 
less  than  60  days.  I  hate  to  bind  myself  to  do  something  that  I 
don't  know  I  can  do. 

The  Chairman — That  is  the  reason  we  don't  want  you  to 
trade  90  days  ahead  or  120  days  ahead  (laughter). 

Mr.  Price — That  is  very  true. 

Mr.  Mullen — Well,  I  would  not  care  so  much  for  an  in- 
definite contract  as  I  would  for  a  definite  and  specified  time 
contract.  I  think  Mr.  Shorthill's  point  is  well  taken  because 
country  dealers  can  get  more  on  a  specified  contract  than  they 
can  by  making  one  that  is  indefinite. 
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Mr.  Shorthill — I  wish  to  say  that  the  country  dealer  does 
not  dictate  the  terms  of  those  contracts. 

The  Chairman — Gentlemen,  cannot  we  agree  whether  we 
think  it  a  wise  pohcy  to  keep  the  corn  moving^  or  whether  we 
differ  on  that  as  a  policy?  If  we  agree  that  it  is  a  wise  thing 
in  view  of  the  allied  needs  to  stimulate  the  movement  so  no  grain 
backs  up  and  is  held  back  in  the  country,  then  can  we  discuss  this 
60  days'  limitation  from  a  different  viewpoint? 

Mr.  Pierce — As  far  as  coarse  grain  is  concerned,  we  have 
not  yet  been  faced  with  any  scarcity  whatever.  We  must  have  a 
tremendous  surplus  in  the  country,  a  very  considerable  surplus 
of  com.  As  long  as  it  is  more  than  we  can  eat  ourselves  and 
more  than  we  can  get  out  of  the  country,  where  is  the  usefulness 
in  a  method  of  operation  that  does  not  allow  the  freest  possible 
distribution,  as  in  normal  times?     Now  I  just  ask,  where  is  it? 

I  am  frank  to  say  I  think  the  restriction  is  unnecessary.  It 
is  not  fair  in  discussing  this  to  take  in  the  question  of  transporta- 
tion, because  that  is  a  case  of  unnatural  conditions.  People  have 
paid  most  outrageous  prices  for  cars  that  carry  the  grain,  prices 
that  this  country  has  never  seen  before.  Mr.  Sager  pointed  out 
there  were  41  cars  that  we  paid  anywhere  from  $100  to  $1,000 
apiece  for  and  they  could  make  the  value  of  those  cars  in  about 
three  trips,  to  Washington.  People  have  been  paying  for  trans- 
portation most  outrageous  prices.  That  is  artificial  to  a  large 
extent  but,  fortunately,  the  Government  through  its  taking  over 
of  the  railroads  has  secured  united  operation  and  I  think  we 
have  every  reason  to  hope  next  winter  to  see  a  reversion  to  those 
unfortunate  conditions.  Besides  that  they  are  building  cars  as 
rapidly  as  possible. 

But  I  think  if  we  can  keep  the  grain  moving  that  these  re- 
strictions are  not  going  to  have  any  beneficial  effect. 

And  I  will  repeat  this  much.  Looking  back  over  a  period  of 
the  last  12  months  I  must  say  that  I  really  believe  that  some 
restrictions  have  had  exactly  the  contrary  effect  to  what  was  in- 
tended when  you  put  them  on. 

The  Chairman — The  point  seems  to  be  that  we  all  admit  this 
country  has  a  surplus  of  coarse  grains.  And  we  admit,  at  pres- 
ent at  least,  that  this  surplus  is  on  the  farms.  If  we  also  say 
we  could  have  used  a  larger  volume  of  coarse  grains,  which  I  am 
not  sure  of,  at  least  for  our  export  needs,  then  the  point  is 
whether  our  regulations  have  retarded  that  movement  from 
the  farms.    If  it  was  due  to  lack  of  railroad  transportation  that 
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must  be  considered  on  its  own  bottom.  If  any  of  our  regulations, 
however,  have  so  reduced  the  initiative  of  country  dealers  or  for 
any  other  reason  have  hampered  the  flow  of  this  surplus  to  the 
markets  from  the  farms,  that  is  the  viewpoint  we  want.  Some 
of  that  may  be  more  or  less  theory  but  theories  can  be  perfected 
by  the  experience  and  expressions  of  practical  men  in  the  trade. 
That  is  why  I  want  you  to  speak  freely  on  this  subject,  as  Mr. 
Pierce  has. 

Mr.  Pierce — I  think  we  can  trace  most  of  our  troubles  to 
insufficient  transportation,  but  there  is  a  considerable  amount  of 
difficulty  to  overcome  caused  by  other  reasons.  Transportation, 
however,  is  the  controlling  factor  in  the  movement,  but  a  greater 
controlling  factor  is  the  price,  bad  as  transportation  may  be.  We 
have  not  had  at  any  time  within  the  last  18  months  anything  but 
a  short  car  supply,  although  in  August  last  year  the  transporta- 
tion was  apparently  easy  and  yet  in  the  month  of  August,  the 
month  of  all  months  when  railroad  transportation  is  easiest  and 
cars  were  available  and  we  needed  them  particularly  to  move  any 
large  volume  of  grain,  the  receipts  in  one  month  were  20,000,000 
bushels  less  than  the  preceding  year.  Yet  when  we  got  the  prices 
up  where  they  were  really  attractive  to  the  farmers,  beginning 
in  November  and  carrying  it  into  December,  remembering  that 
during  last  winter  we  had  the  biggest  fall  of  snow  we  ever  ex- 
perienced, the  receipts  began  to  exceed  those  of  last  year.  There- 
fore it  seems  to  me  beyond  question  that  notwithstanding  the 
transportation  problem  I  believe  the  price  is  even  a  greater  com- 
pelling factor,  and  when  the  price  of  wheat  was  away  above 
where  it  should  have  gone  at  that  time  there  were  about  11,000 
cars  in  the  Northwestern  States  to  move  about  22,000,000  bushels 
of  wheat. 

Mr.  Shorthill — This  is  deep  water  for  me.  I  am  simply 
making  a  suggestion.  Speaking  for  country  dealers,  who  assume 
ownership  from  the  time  they  make  the  contracts  with  the 
farmers  until  the  grain  is  unloaded  in  the  terminal  elevators, 
from  our  section  of  the  country  a  great  deal  of  grain  is  con- 
signed. A  farmer  may  come  in  and  contract  his  grain  and  be 
two  weeks  making  the  delivery.  A  farmer  may  sell  5.000 
bushels  of  corn  and  will  get  it  into  the  elevator  and  the  country 
dealer  will  order  the  cars  and  then  it  is  in  transit  and  finally  gets 
to  the  terminal  market.  We  have  had  delays  in  delivering  from 
the  terminal  elevator  to  the  terminal  market  as  high  as  30  days 
after  inspection. 
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The  country  dealer  has  the  ownership  of  that  grain  all  that 
time  under  the  present  system  of  future  trading  and  the  60-day 
limitation  clause,  and  therefore  the  idea  occurs  to  the  country 
shipper  that  there  is  going  to  be  a  liquidation  every  month.  You 
are  bringing  about  a  situation  that  will  make  every  month  a 
future  trading  month.  The  country  dealer  is  wondering  what 
will  happen  at  the  end  of  each  one  of  those  months.  The 
country  dealer's  business  is  necessarily  spread  out  over  a  mate- 
rial period  of  time.  This  is  not  confined  merely  to  the  stock  of 
grain  in  his  elevator,  but  it  covers  the  grain  that  the  farmer  is 
in  process  of  delivering.  It  includes  the  corn  in  his  elevator,  the 
corn  in  transportation  and  the  corn  that  is  being  delivered  for 
inspection  to  the  terminal  elevator.  And  it  is  a  question  whether 
the  country  dealer  is  going  to  have  a  clear  spell  of  wheather  all 
through  that  process.    That  is  another  very  disquieting  factor. 

Mr.  Perrine — There  is  one  point  where  the  60  days'  clause 
has  affected  the  sale  of  oats.  For  instance,  at  Chicago.  This 
last  season  I  think  the  largest  percentage  of  shipments  that  have 
been  consigned  were  on  bids  to  arrive.  But  the  experience  of 
the  country  dealer  by  making  his  sales  30  or  60  days  ahead  to 
enable  him  to  make  his  shipments,  on  account  of  the  scarcity  of 
cars  and  arranging  for  inspection  at  Chicago,  has  in  most  cases 
been  so  undesirable  that  they  stopped  selling. 

I  want  to  mention  one  contract  in  connection  with  that,  or, 
rather,  one  item.  One  of  the  cereal  companies  in  the  West  gave 
the  country  dealer  an  order  for  oats  to  be  shipped  whenever  he 
could  get  a  car,  and  I  understand  that  company  has  had  little 
difficulty  in  buying  all  the  oats  it  desires,  simply  because  there 
was  no  limit  to  the  time  of  shipment.  I  know  that  at  Chicago 
the  purchase  of  oats  has  been  a  great  deal  smaller  than  ordi- 
narily considering  that  the  bids  to  arrive  were  so  attractive  be- 
cause they  would  eliminate  any  fluctuation  in  the  price,  but  the 
country  dealer  refused  to  do  it  from  his  experience  and  the  fact 
that  transportation  enters  into  that  very  largely. 

Mr.  Riley — As  the  representative  of  the  Indiana  shippers,  it 
is  my  opinion  that  the  question  of  transportation  has  been  to  a 
very  great  extent  responsible  for  the  grain  now  being  in  the 
hands  of  the  farmer.  Of  course,  if  the  time  limit  had  been 
greater  perhaps  a  little  greater  percentage  of  the  corn  and 
oats  might  have  been  taken  into  the  elevators.  But  there  was  a 
plan  in  Indiana  when  corn  was  found  to  be  in  that  condition 
to   discourage   the   sale    for    future   delivery   of   grain   until   the 
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transportation  was  secured  or  there  was  a  reasonable  assurance 
of  it  and  until  you  had  definite  understanding  as  to  what  kind 
of  grain  you  were  going  to  have.  That  has  been  under  way 
some  time.  Hence  the  question  of  the  length  of  time  has  not 
been  entirely  controlling,  although  it  might  have  had  some  in- 
fluence. But  transportation  has  principally  been  the  whole 
problem. 

We  have  had  in  that  State  75  per  cent,  of  all  the  grain  that 
moves  into  the  market  moved  on  consignment.  Particularly  is 
that  true  of  coarse  grains,  or  at  least  of  75  per  cent  of  it,  be- 
cause we  were  afraid  to  make  the  contracts.  So  there  might 
be  some  relief  to  the  farmers  if  the  time  limit  was  raised  to 
some  extent,  but  it  would  not  afford  any  great  amount  of  relief. 

Mr.  Mitchell — I  want  to  endorse  what  Mr.  Price  said 
regarding  the  60  days'  clause. 

Mr.  Priddy — Will  this  be  continued  tomorrow? 

The  Chairman — No,  I  am  hopeful  we  will  close  this  meet- 
ing at  least  at  seven  o'clock  this  evening. 

Mr.  Priddy — Then  may  I  ask  that  we  pass  to  Section  VI, 
New  Crop  Problems,  Wheat?  If  you  will  do  this  it  will  oblige 
me,  and  I  will  move  that  no  delegate  speak  to  the  subject  longer 
than  five  minutes.     (The  motion  was  seconded.) 

The  reason  I  ask  that  is  another  important  engagement  will 
call  me  out  of  town  and  I  am  anxious  to  talk  on  the  new  crop 
problem. 

The  Chairman — I  think  if  every  one  will  talk  to  the  point 
we  will  be  able  to  get  to  that. 

Mr.  Priddy — Will  the  Chairman  hold  them  right  down  and 
let  us  go  on? 

The  Chairman — Very  well. 

Mr.  Marcy — I  would  like  to  state  that  what  Mr.  Mitchell 
and  Mr.  Pierce  said  I  approve  of.  I  think  they  covered  the 
situation  fully.  I  think  their  ideas  really  cover  a  whole  lot  of 
the  causes  of  the  trouble  we  have  had. 

The  Chairman — Have  you  all  expressed  yourselves  on  this 
60  days'  supply  clause  and  on  the  60  days'  sale  limitation?  If  so 
we  will  pass  on  to  Item  No.  2. 
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2.  Allied  buying  confined  to  f.  o.  b.  seaboard. 

I  think  in  that  connection  up  to  last  October  the  Allied  agen- 
cies had  gradually  grown  into  the  habit  of  buying  in  the  West  at 
any  point  of  origin  for  shipment  f .  o.  b.  seaboard  and  doing  their 
own  f.  o.  b.'ing.  That  method  deprived  certain  sections  of  the 
trade  of  seaboard  f.  o.  b.'ing  and  exportation  of  any  field  and 
also  that  created  a  trade  connection  between  the  American  in- 
terior dealer  and  a  foreign  agency  which  might  be  continued 
after  the  war.  So  after  conference  with  certain  seaboard  houses, 
I  think  including  them  all,  it  was  agreed  that  the  Allies  shoul4 
buy  only  f .  o.  b.  seaboard  and  any  one  could  sell  f .  o.  b.  seaboard 
who  proposed  to  buy  the  grain  f .  o.  b.  seaboard. 

Mr.  DoRSEY — I  do  not  think  that  is  subject  to  any  comments. 
I  think  we  all  will  say,  well  done,  thou  good  and  faithful  ser- 
vant.   I  think  that  would  cover  the  whole  thing. 

Mr.  Priddv — In  order  that  you  may  be  given  a  picture 
quickly  as  to  what  is  wanted  on  that  subject,  I  move  that  all 
those  in  favor  that  the  Allies  or  other  foreign  buyers  be  confined 
to  f.  o.  b.  purchases  held  up  their  hands.  We  will  probably  get 
a  picture  of  it  in  a  minute  and  pass  on.  (The  motion  was  sec- 
onded.) 

The  Chairman — Is  there  any  discussion,  gentlemen?  (Many 
Voices,  question,  question,  question.)  Those  who  approve  that 
policy  will  please  hold  up  their  hands.  It  apparently  is  unani- 
mously approved.     We  will  pass  to  the  next  subject. 

3.  Neutral  Buying  if  Alloived  {Coarse  Grain  Problems). 
This  question  of  neutral  buying  more  or  less  dovetails  into 

new  crop  problems.  I  presume  the  trade  would  like  to  enter 
the  market  as  always.  That  is  the  way  we  feel  about  it,  unless 
there  is  some  reason  why  the  Government  should  do  it.  We 
do  not  propose  to  do  it,  although  we  may  have  to  for  other 
reasons.  In  the  event  of  neutral  buying  taking  place  it  becomes 
possible  to  allow  individuals  to  enter  our  markets  and  we  con- 
ceive it  is  the  trade  preference  that  that  buying  be  done  with 
private  firms,  if  it  can  be  done  without  violating  any  public 
rights.  Am  I  right? 
Mr.  Dorse Y — Yes. 

The  Chairman — Then  I  say  that  the  policy  of  the  Grain 
Corporation  will  be  not  to  enter  into  that  unless  there  were 
some  special  need  for  it  that  would  try  to  promote  the  field  in 
f.  o.  b.'ing  sales  in  some  other  way. 
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Railroads  (Coarse  Grain  Problems). 

a.  Aid  in  Car  Supply. 

The  Grain  Corporation  has  made  a  real  effort  to  get  cars 
placed  at  the  various  sections  in  the  country  where  they  were 
needed  and  the  question  is,  shall  the  Grain  Corporation  attempt 
to  make  that  system  an  effective  system  or  not? 

Mr.  DoRSEY — That  was  very  valuable  in  our  country. 

Mr.  Shorthill — I  may  say  that  our  experience  has  not  been 
very  satisfactory,  probably  due  to  the  fact  that  the  agent  at  the 
various  stations  did  not  care  to  co-operate  with  the  Grain  Cor- 
poration. When  we  asked  the  agents  if  cars  that  were  there 
came  from  the  Grain  Corporation  for  our  use,  they,  of  course, 
said  no. 

Mr.  Wells — Our  experience  regarding  the  car  situation 
during  the  past  season  is  that  so  many  people  were  taking  hands 
in  the  car  supply  proposition  that  the  country  shipper  was 
simply  up  in  the  air.  I  think  it  detracted  very  much  from  the 
effectiveness  of  the  zone  agents  in  this  work.  The  country 
shipper  felt  no  closer  to  the  zone  agent  than  to  some  one  else 
taking  a  hand  in  the  work.  It  does  seem  to  me  that  some  of  the 
sources  of  this  work  should  be  cut  out  so  the  country  shipper 
will  know  definitely  who  is  doing  it. 

The  Chairman — What  do  you  recommend,  Mr.  Wells? 

Mr.  W^ELLS — There  has  been  a  good  deal  of  discrimination 
in  the  distribution  of  cars.  For  example,  there  were  telegrams 
sent  out.  I  received  telegrams  asking  for  a  list  of  shippers  who 
had  corn  to  ship.  It  was  impossible  for  any  man  to  sit  down 
at  a  moment's  notice  and  telegraph  and  state  how  much  corn  he 
had  to  ship  and  do  justice  to  all  shippers.  I  know  stations  re- 
ceiving several  cars  and  I  certainly  know  of  one  station  receiving 
several,  and  the  next  station  receiving  none  simply  because  one 
station  would  be  represented  and  the  other  would  not.  It  seems 
to  me  we  ought  to  stick  to  the  old  system  of  car  distribution  and 
do  it  through  the  railroads  in  order  to  make  it  equitable.  That 
is  one  thing. 

This  form  of  special  application  and  distribution  has  resulted 
in  discrimination  and  I  think  it  is  bad. 

The  Chairman — Let  me  get  that  clear.  Is  there  a  feeling 
that  the  corporation  should  not  enter  into  that  field  at  all  ? 

Mr.  Wells — No,  I  am  not  prepared  to  say  that. 
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Mr.  DoRSEY — On  the  other  hand,  I  think  so  far  as  the 
handling  of  grain  is  concerned  it  ought  to  be  left  entirely  with 
the  Grain  Corporation  and  its  agents.  They  know  the  needs  of 
the  trade  and  can  be  apprised  more  easily  of  the  wants  in  a 
trade  line.  I  say  now  I  believe  it  will  meet  with  the  approval  of 
all  grain  people  to  have  that  matter  handled  entirely  by  or 
through  the  Grain  Corporation.  I  think  that  is  the  only  effective 
way. 

The  Chairman — Do  you  mean  to  have  it  get  cars  in  the 
country  or  from  terminals?  Do  you  feel  there  is  a  field  we 
should  develop,  from  past  experience? 

Mr.  DoRSEY — I  think  that  is  absolutely  true.  I  think  that  is 
the  only  source  really  on  which  we  can  depend  for  that  assist- 
ance, because  the  Corporation  knows  the  needs  and  understands 
the  needs  of  the  trade  better  than  any  other  branch  of  the  Cor- 
poration can  possibly  know  them. 

Mr.  Price — When  those  reports  came  out  instead  of  being 
semi-weekly  they  were  nightly.  I  made  out  a  long  list  of  cars 
required  and  sent  that  to  the  agent  as  requested,  and  sent  notices 
to  the  agent  at  Chicago,  but  I  never  got  a  car.  I  reported  for 
a  month  but  I  never  got  a  car  from  that  source  and  have  not  yet. 

The  Chairman — The  fault  is  with  what  agent,  the  railroad 
agent  ? 

Mr.  Price — The  fault  is  with  the  agent  and  I  sent  a  copy  to 
our  zone  agent  in  Chicago. 

The  Chairman — You  filed  the  order  with  the  railroad  agent 
as  required? 

Mr.  Price — Yes. 

The  Chairman — And  you  sent  a  copy  to  our  zone  agent  at 
Chicago  ? 

Mr.  Price — Yes.  I  filled  it  out  at  night  and  I  regularly  re- 
ported, but  we  did  not  get  a  car.  We  did  get  a  few  cars  but  not 
for  that  reason.  I  stole  three  cars  from  the  Big  4  consigned  for 
railroad  ties.  I  loaded  them  and  sent  them  away,  but  they  did 
not  come  from  the  Government.  We  didn't  get  anything  from 
the  Corporation.  We  want  relief  from  anybody  that  can  give 
us  relief. 

I  would  like  to  tell  you  that  the  distributor  of  the  C.  &  A. 
Railroad  laughed  at  it.  He  said,  do  you  suppose  we  will  allow 
the  Government  to  upset  our  business  and  send  cars  here  and 
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there  and  yonder  when  we  can  send  them  loaded?  There  were 
people,  and  I  heard  them,  who  came  in  and  said  they  could  not 
get  any  service  from  the  zone.  If  we  were  close  to  the  office 
where  we  could  impress  on  their  minds  these  things  I  suppose 
we  might  get  some  service.  I  found  that  the  further  away  we 
were  from  Milwaukee  or  Chicago  the  less  likely  we  were  to  get 
any  relief.  I  guess  we  are  too  far  away.  I  went  to  Mr.  Jack- 
son's office  and  asked  to  see  the  gentleman  who  distributed  the 
cars,  but  that  did  not  seem  to  do  me  any  good. 

The  Chairman — Mr.  Gallagher,  stand  up.  (Mr.  Gallagher 
stands  up.)  The  next  time,  Mr.  Price,  you  have  trouble  go  to 
Mr.  Jackson's  office  at  Chicago  and  ask  for  Mr.  Gallagher  and 
see  what  response  you  get. 

Mr.  Price — I  will  write  his  name  down. 

Mr.  Tapper — There  was  a  period  down  there  in  which  every 
railroad  was  blocked  at  every  terminal  point.  Freight  passing 
through  was  congested  and  there  was  absolutely  nothing  there, 
neither  food  nor  feed  for  livestock.  It  then  became  necessarj^ 
to  take  drastic  steps  and  we  applied  to  the  Food  Administration 
and  there  was  some  action  taken.  We  got  enough  stuff  to  keep 
us  going.  Since  that  time  there  has  been  work  done  in  tracing 
cars,  more  than  had  been  done  for  a  long  time,  and  we  managed 
to  keep  things  moving. 

I  want  to  say  in  this  connection  that  I  believe  there  is  a  defi- 
nite field  there  that  should  be  developed.  We  are  a  large  feeding 
community.  We  buy  nearly  all  our  things,  our  food  and  feed 
supplies  in  the  West.  We  raise  very  little.  We  are  a  consuming 
part  of  the  country. 

Now  about  the  permit  system  if  you  will  permit  me  to  speak 
on  that  now.  I  am  going  to  take  a  train  in  a  few  minutes.  On 
the  permit  system  I  believe  under  certain  conditions  it  is  abso- 
lutely necessary  at  times,  but  in  order  to  be  absolutely  of  use  it 
should  be  applied  to  all  points,  not  as  it  has  been  applied  in  the 
past  to  one  or  two  or  three  other  cities  or  terminal  points  which 
may  be  discriminated  in  favor  of,  so  that  Ohio  and  Indiana  and 
one  or  two  other  places  were  able  to  move  their  stuflF.  That  has 
resulted  in  a  situation  something  like  that  where  we  are  paying 
as  high  as  $1.10  for  oats  and  $2.15  a  bushel  for  com  at  those 
primary  points  which  were  embargoed  but  working  under  the 
permit  system  they  were  paying  somewhere  between  85  and  90 
cents  for  oats  and  $1.30  for  corn.  That  is  one  reason  why  we 
have  seen  high  prices  for  food  and  feed,  especially  in  the  New 
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England  territory.     If  the  permit  system  is  to  be  continued,  it 
should  be  continued  taking  in  everything. 

The  Chairman — That  is,  your  objection  is  to  the  embargo, 
the  prevention  of  shipments? 

Mr.  Tapper — Yes. 

The  Chairman — The  permit  system  was  an  attempt  to  relieve 
that. 

Mr.  Tapper — An  attempt  only.  Stuff  that  was  permitted  a 
month  ago  is  yet  in  the  elevators  in  Chicago. 

The  Chairman — The  permit  system  does  not  create  cars. 

Mr.  EcKHARDT — I  will  say  that  the  usual  method  on  the 
Western  roads  is  for  the  shipper  and  the  country  station  man  to 
make  applications  to  the  agent  and  then  the  agent  makes  his  ap- 
plication to  the  division  superintendent  and  so  on.  Usually  those 
efforts  are  effective.  When  they  are  not  effective  the  effort  is 
continued  on  to  the  Transportation  Department.  Unless  the  situ- 
ation is  serious,  as  it  has  been  the  last  year  and  a  half,  the  Trans- 
portation Department  usually  can  accomplish  all  that  is  necessary. 
The  trouble  last  winter  and  a  year  ago  that  we  had  was  probably 
more  due  to  bad  weather  than  anything  else. 

Our  experience  is  by  direct  contact  with  the  country  shippers 
who  have  sent  in  requests  to  the  zone  agents  from  time  to  time 
that  it  was  a  misleading  effort  on  their  part.  They  supposed 
when  the  Administration  took  over  things  they  would  get  cars 
promptly.  They  waited  and  they  waited  and  did  not  get  the 
cars.  It  seems  to  me  the  more  effective  efforts  were  made 
through  the  Transportation  Office  of  the  railroad  than  through 
the  original  agent. 

Mr.  Ashton(?) — There  was  one  time  when  the  delay  was 
very  serious  and  specific  effort  was  made  through  the  Hoover 
Administration  at  Washington  and  there  was  a  very  substantial 
relief.  That  resulted  in  the  volume  of  cars  going  to  the  West 
that  moved  the  corn  during  February  and  March. 

The  Chairman — I  want  to  say  that  the  compilation  of  these 
semi-weekly  requisitions  resulted  in  the  shippers  at  the  various 
stations  stating  the  number  of  cars  a  day  they  wanted  to  ship 
and  the  number  of  cars  they  had  and  the  total  record  showed  the 
situation  throughout  the  country.  At  one  time  I  recall  Illinois 
requested  a  total  of  12,000  cars  out  of  45,000,  the  total  needed  in 
the  West  and  these  compilations  could  not  be  disputed  and  it  con- 
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vinced  the  Administration  that  they  needed  to  supply  Illinois  par- 
ticularly and  they  did  at  that  time,  adopting  a  policy  of  putting 
into  Illinois  cars  that  reached  Chicago  from  the  East,  because  that 
convinced  them.  If  it  did  nothing  else  that  was  justification  for 
the  compilation.  If  we  had  said  in  a  general  way  there  are  lots 
of  cars  needed  in  Illinois  they  would  have  answered  yes,  and 
there  are  lots  of  cars  needed  in  Indiana  and  elsewhere.  It  was 
that  compilation  that  convinced  them. 

Mr.  Hall — In  our  zone  we  found  a  great  relief.  We 
would  take  up  our  request  with  Mr.  Flesh  and  we  almost  in- 
variably got  immediate  action  and  cars  were  put  in  within  24 
hours  or  48  hours.  It  did  a  great  deal  of  good  there.  There  was 
some  duplication  of  efforts,  caused  I  suppose  by  the  desire  to 
get  the  scheme  working  in  a  shape  which  could  not  be  done  in  a 
moment,  but  we  did  get  quite  a  good  deal  of  relief  in  the  country 
and  also  in  St.  Louis.  We  were  interfered  with  sometimes  by 
some  railroad  order  but  the  Food  Administration  would  nearly 
always  give  us  relief. 

Mr.  Benson — In  Minneapolis  we  were  asked  by  the  zone 
agent  to  file  orders  with  the  zone  agent  and  any  point  where  they 
needed  cars,  especially  where  priority  orders  existed  for  wheat, 
we  know  of  a  great  many  instances  where  we  had  requests  from 
our  shippers  and  we  immediately  filed  those  orders  and  got  im- 
mediate relief.  I  would  say  that  in  my  opinion  it  would  be  un- 
fortunate to  abandon  that  procedure.  We  got  wonderful  results. 
We  did  not,  of  course,  begin  to  get  the  cars  we  needed.  They 
did  not  get  them  any  place,  but  comparing  results  with  a  year  ago 
we  certainly  got  most  satisfactory  results.  We  had  any  number 
of  shippers  that  were  plugged  last  year,  but  this  year  a  very  few 
of  them  were  plugged  on  wheat  at  any  time.  So  I  may  say  that 
we  experienced  great  relief  and  it  was  very  effective  and  there 
was  little  duplication. 

Mr.  WooLEY — I  would  like  to  commend  the  work  of  the  Ad- 
ministration on  the  car  proposition.  I  think  it  is  effective  in  our 
section.  We  got  some  satisfactory  results  in  calling  on  our  Kan- 
sas City  Zone  Agent  for  cars.  We  got  relief  a  number  of  times. 
I  think  it  is  a  good  thing  and  I  hope  it  will  be  allowed  to  con- 
tinue. 

Mr.  HuTCHiNS — From  the  country  dealers'  standpoint  it  is 
essential  that  the  Administration  act  in  any  such  capacity  as  may 
be  necessary.     Our  elevators  in  the  Southwest  were  full   for  a 
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number  of  months  and  we  suffered  a  great  loss  until  we  took  the 
matter  up  and  through  the  efficient  zone  manager  we  were  re- 
lieved almost  at  once  from  that  day  to  this.  All  we  had  to  do  was 
to  press  the  button  and  Mr.  Piazzek  does  the  rest. 

Mr.  Wells — Would  it  not  be  possible  under  regulation  of 
the  railroads  to  establish  a  better  system  of  filing  orders  with 
country  stations  for  cars  ?  Those  orders  would  go  to  the  division 
superintendent  and  that  record  would  be  made  available  to  the 
Food  Administration  so  that  they  would  know  what  the  supply 
of  cars  would  be  and  what  the  orders  would  be  on  file  with  that 
division  superintendent.  Then  if  complaints  were  coming  to 
you  in  regard  to  cars,  you  would  realize  that  a  certain  division  was 
not  getting  the  cars  required. 

The  difficulty  I  see  with  what  has  been  done  is  discrimina- 
tion. Now  the  large  shipper  that  is  in  close  contact  with  the 
zone  agent  and  is  working  hard  at  the  centre  of  things  gets  his 
cars.  The  local  and  independent  fellow  in  the  country  a  far 
ways  oflf  is  not  so  active  and  not  so  close  and  he  is  not  getting 
cars. 

The  Chairman — Your  suggestion  is  thoroughly  practical  and 
a  short  cut,  but  I  recall  a  three  hours'  argument  spent  with  the 
Railroad  Administration  to  get  that  information,  which  was 
absolutely  refused. 

Mr.  King — Toledo  has  not  taken  up  any  time  so  far,  but  we 
want  to  leave  an  impression  before  we  go.  I  want  to  read  a 
speech,  in  imitation  of  Mr.  Hoover  (applause). 

General  Hoover  made  his  first  speech  here  for  the  brave  but 
unfortunate  Belgians.  It  would  be  an  ideal  place  for  him. 
Colonel  Barnes,  Major  Crowell  and  their  associates  to  cut  most 
of  the  red  tape  and  partially  free  the  wheat  trade.  Do  it  for  the 
new  crop. 

War  measures  are  experimental.  Food  Administration  can 
well  be  proud  of  the  monument  they  have  erected  on  the  present 
short  crop.  Everybody  has  co-operated  and  many  made  serious 
war  sacrifices.  Now  a  large  crop  is  promised,  here  and  abroad, 
and  a  change  in  the  plan  is  desirable.  Why  not  try  a  maximum 
and  minimum  and  allow  trade  to  almost  resume  its  natural 
channels?  Government  has  made  a  minimum  in  the  guarantee 
price.  Put  a  maximum  on  flour,  say  on  a  basis  of  $2.75  for 
wheat  for  Chicago.  Let  the  miller  secure  a  voluntary  agree- 
ment to  that  effect,  or  if  necessary  ask  Congress  for  the  power. 
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Allow  trading  in  futures.  Boards  of  Trade  have  recently  shown 
they  can  control  undesirable  speculation.  Providing  a  hedging 
market,  accommodate  the  farmers  when  they  have  the  time  and 
disposition  to  sell.  Build  up  terminal  stocks  and  let  the  trade 
carry  them.  Utilize  the  grain  machinery  and  have  supplies  when 
they  may  be  needed.     Large  stocks  stabilize  prices. 

An  elastic  price  would  make  farmers  more  anxious  to  sell 
when  prices  are  above  the  minimum.  Reserves  will  be  exhausted 
and  millers  will  be  willing  to  pay  more  than  the  minimum  until 
stocks  are  replenished.  The  larger  crop  will  make  them  con- 
servative but  farmers  would  sell  freely  in  July  and  August  when 
farmers  would  want  our  flour  and  wheat. 

Wheat  bullets  are  needed  to  win  the  war.  Our  brave  boys, 
our  friends  over  there  and  all  our  hospitals  here,'  should  have 
the  best  wheat  bread  possible.  Make  substitutes  unnecessary. 
Some  figure  the  extravagant  use  of  substitutes  now  makes  the 
wheat  flour  cost  more  than  the  $2.75  wheat  basis.  We  must 
build  up  our  wheat  reserves  and  prepare  against  possible  short 
crops  later.  Desirable  farm  labor  will  become  scarcer  the  longer 
the  war  lasts.  Give  the  natural  laws  of  supply  and  demand  a 
chance.  Try  a  maximum  and  minimum.  Let  Fort  Worth  and 
all  other  markets  function  to  the  best  of  their  ability.  (Applause.) 

Mr.  Wayne — I  was  very  glad  to  hear  so  many  speak  favor- 
ably of  the  results  of  the  trip  of  the  Retailers  to  Washington, 
where  the  Committee  attended  upon  Mr.  McAdoo.  I  happened 
to  be  a  member  of  that  Committee.  I  personally  was  very  un- 
fortunate, so  far  as  receiving  a  share  of  the  equipment.  I  have 
taken  the  matter  up  with  the  trainmen  of  the  railroad  and  that 
was  months  before  the  McAdoo  Directorship  began,  but  so  far 
as  I  could  see  I  got  no  results.  I  see  a  large  number  of  the 
shippers  here  did  get  results. 

Mr.  McAdoo  informed  us  that  he  wished  specific  informa- 
tion as  he  wanted  it  in  order  to  know  who  wanted  different  cars. 
He  said,  I  want  to  know  the  farmers  that  want  these  cars  and 
what  they  want  them  for ;  I  want  to  know  how  many  cars  the 
farmers  want ;  I  want  to  know  to  what  markets  they  want  to 
ship  their  corn.  I  took  the  trouble  to  send  specific  information 
from  our  locality  to  Mr.  McAdoo  and  the  information  I  received 
from  Mr.  McAdoo  was  that  the  matter  would  be  taken  up  by 
the  agent  in  Chicago,,  that  Mr.  Ashton  in  Chicago,  President  of 
the  North  Western  Railroad,  would  see  that  the  distribution  was 
made.     During  the  entire  balance  of  the  winter  the  distribution 
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was  made  in  our  locality,  but  the  C.  &  A.,  on  which  my  elevators 
are  located,  received  no  cars.  In  direct  competition  with  the  C. 
&  A.  is  the  Chicago  and  North  Western  Railroad  located  away 
only  a  few  miles.  During  that  period  they  were  receiving  ample 
cars.  That  is  the  condition  that  prevails  in  Central  Illinois  and 
has  during  the  past  three  or  four  months.  I  am  not  laying  the 
blame  on  any  one  in  particular. 

We  also  directed  negotiations  to  the  zone  man  in  Chicago, 
Mr.  Jackson,  and,  as  I  said  before,  we  got  no  results. 

Mr.  vSager — I,  too,  vvas  one  of  that  Committee  which  Mr. 
Wayne  has  just  referred  to  that  called  upon  Mr.  McAdoo  last 
winter  on  this  subject  that  we  are  now  discussing,  the  question 
of  the  advisability  of  the  Food  Administration  continuing  its 
efforts  to  assist  shippers  in  obtaining  cars.  They  say  that  con- 
stant dropping  wears  away  the  hardest  stone,  and  I  hope  that 
the  constant  dropping  of  requests  to  the  Food  Administration 
will  not  cause  it  to  discontinue  its  efforts  to  supply  us  with  cars 
because  I  think  that  the  lack  of  adequate  transportation  facilities 
is  one  of  our  most  serious  troubles.  I  think  anything  that  can 
be  done  to  assist  the  furthering  of  the  distribution  of  cars  and 
the  furnishing  of  ample  equipment  should  be  encouraged,  and 
certainly  the  efforts  of  the  Food  Administration  are  not  hamper- 
ing the  situation.  I  think  if  their  efforts  can  be  continued  they 
should  be  in  order  to  help  a  desperately  bad  situation. 

My  experience  has  been  somewhat  contrary  to  Mr.  Wayne's, 
in  that  through  my  efforts  in  Mr.  Jackson's  office  we  have  secured 
relief  for  our  country  shippers,  and  I  feel  I  should  be  derelict 
in  my  duty  as  representing  the  Chicago  Board  of  Trade  if  I  left 
this  meeting  without  bearing  testimony  to  the  gratitude  and  ap- 
preciation which  members  of  our  Exchange  feel  toward  Mr. 
Jackson  for  his  uniform  courtesy  and  consideration  in  helping 
us  and  in  listening  to  our  difficulties  and  doing  his  utmost  to  help 
us  solve  the  problem. 

Mr.  Price — In  defense  of  what  I  said,  I  am  glad  that  Mr. 
Wayne  came  in  and  confirmed  what  I  said,  that  he  did  not  get 
the  cars. 

We  did  not  get  any  amount  of  car  distribution  on  the  C.  & 
A.  Furthermore,  I  want  to  get  the  Government  to  take  the 
roads.  I  would  like  to  see  them  take  the  roads  over  and  run 
them.  I  say  they  are  not  getting  these  railroads  to  do  their  duty 
and  they  are  not  fulfilling  your  instructions  and  are  paying  no 
attention  to  them.  We  are  not  condemning  the  Food  Adminis- 
tration but  we  are  not  getting  the  service  that  we  should. 
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The  Chairman — It  is  a  matter  of  interest  and  perhaps  it 
might  be  desirable  for  you  to  know  that  every  half-week  since 
the  1st  of  February  the  Railroad  Administration  has  had  a  de- 
tailed list,  properly  summarized,  of  the  actual  number  of  cars, 
requisitioned  by  farmers  or  shippers,  together  with  our  other 
information,  and  that  in  March  the  total  number  of  cars  requisi- 
tioned was  about  50,000  and  that  that  has  recently  fallen  to  as 
low  as  8,000,  and  of  the  8,000  50  per  cent,  are  required  in  the 
State  of  Illinois  alone.  So,  without  any  question,  you  have  not 
got  any  storm  center  of  car  scarcity. 

And  now  I  assume  that  the  sentiment  as  expressed  is  that 
we  should  at  least  continue  and  try  to  develop  our  aid  in  car 
supply  through  this  semi-weekly  questionnaire. 

b.    Permit  System. 

I  may  say  that  the  permit  system  was  only  attempted  to  re- 
lieve the  effect  of  an  absolute  embargo  against  shipments.  That 
embargo  was  especially  burdensome  on  Ohio  and  Pennsylvania 
and  lines  West  and  continued  for  weeks  against  our  protest.  We 
desired  the  Railroad  Administration  to  take  off  that  embargo 
just  as  soon  as  they  felt  their  car  equipment  could  handle  the 
volume  of  business  that  would  flow.  But  while  that  proceeded 
and  for  the  relief  of  the  distress  of  certain  communities  it  was 
a  matter  of  urgency  that  some  agency  was  necessary  to  pass  on 
particular  cases  and  we  instituted  ourselves  as  agents.  As  part 
of  that  programme  of  relief  we  asked  men  familiar  with  the  food 
conditions  in  various  sections  which  required  such  relief  to 
analyze  requests  which  came  to  us  and  pass  on  the  genuine  need 
which  they  represented,  and  then  we  made  an  effort  to  get  per- 
mits that  would  overcome  the  embargo  and  relieve  that  distress. 

The  permit  did  not  mean  that  all  would  be  supplied ;  it  was 
an  order  for  a  car  that  would  be  available  if  the  car  supply 
existed.  So  even  when  we  passed  a  permit  and  got  it  through 
the  Railroad  Administration  at  Washington  it  was  not  a  demand 
draft  for  a  car.  That  particular  problem  for  the  time  is  gone 
because  the  embargo  has  been  raised. 

The  expression  I  want  to  get  from  you  is  whether  you  feel 
that  the  Grain  Corporation  has  done  the  best  it  could  in  assisting 
transportation,  and  whether  it  is  a  field  proper  to  continue  in  in 
passing  on  the  needs  of  these  communities.  There  is  no  other 
agency  that  can  pass  on  the  urgency  of  it;  or  whether  you  feel 
we  have  gone  beyond  our  legitimate  territory.  What  is  your 
feeling? 

Mr.  PiEKCE — I  think  we  are  familiar  with  one  fact  and  that 
is  that  the  transportation  matter  regarding  Food  Administration 
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is  in  the  hands  of  probably  one  of  the  most  competent  rail- 
road men  in  the  United  States  and,  in  a  way,  as  I  understand  it, 
he  is  very  closely  affiliated  with  the  Public  Director  of  Railroads, 
Mr.  McAdoo.  That  being  the  case,  I  think  that  we  are — by  we 
I  mean  all  of  us — in  a  general  way  under  a  lasting  debt  to  the 
Food  Administration,  and  that  means  that  the  shippers,  the  millers 
and  the  farmers  are  in  the  same  position. 

Mr.  McMillan — As  a  Committee  we  put  in  a  great  deal  of 
time  on  that  subject  in  Washington  this  winter  and  did  secure 
through  the  Traffic  Department  of  the  Food  Administration  very 
great  service,  and  I  am  very  confident  that  whatever  is  recom- 
mended will  be  to  the  ultimate  interest  of  the  grain  trade. 

Mr.  Sager — I  believe,  perhaps,  it  would  not  be  amiss  to  offer 
a  resolution,  which  I  do: 

Resolved,  It  is  the  sense  of  this  meeting  of  Grain  Dealers 
here  assembled  that  the  efforts  of  the  Food  Administration,  look- 
ing toward  assisting  Grain  Shippers  in  the  transportation  prob- 
lems are  appreciated  by  the  Grain  Trade  and  they  have  been  of 
material  assistance  and  it  is  our  desire  they  should  be  continued 
(many  seconds). 

The  Chairman — You  have  heard  the  motion,  gentlemen.  Is 
there  any  discussion?  (Question,  question,  question.)  Those  in 
favor?  Those  opposed?  It  is  unanimously  carried  and  the  ap- 
proval of  the  trade  is  gratefully  received  (great  applause). 

Mr.  CoRNEiLSON — I  would  like  to  call  your  attention  to  the 
fact  that  in  some  of  the  embargoes  during  the  past  winter  there 
were  certain  terminal  markets  that  were  embargoed.  Terminal 
markets  east  of  those  markets  and  the  country  surrounding  those 
markets  were  not  embargoed.  It  takes  up  just  as  much  territory 
or  room  for  a  car  in  an  embargoed  territory  originated  in  the 
country  as  it  does  from  the  terminal  market.  I  know  that  we 
suffered  at  Peoria  this  winter  because  of  the  fact  that  we  were 
embargoed  in  certain  territory  but  territory  within  five  or  ten 
miles  of  us  would  ship  direct,  or  we  could  reconsign  from  our 
market  to  another  market  and  have  them  reconsign.  That  is 
rather  an  unjust  decision  and  I  would  like  to  have  the  Food  Ad- 
ministration take  that  under  consideration  the  next  time  an  em-' 
bargo  becomes  necessary. 

The  Chairman — We  quite  appreciate  that  problem. 
6.  Lake  transportation.  {Coarse  Grain  Problems.) 
Let  us  take  up  the  next,  which  is  Lake  Transportation. 
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Mr.  DoRSEY — Mr.  Chairman,  there  are  only  a  few  of  the  gen- 
tlemen here  interested  in  that  matter  but  we  are  all  interested  in 
the  handling  of  the  new  crop.  Could  not  those  gentlemen  get 
together  and  present  that  matter  separately  or  do  it  by  correspond- 
ence? It  looks  like  the  time  is  going  to  be  mighty  short  and  we 
have  thus  far  devoted  all  our  time  to  the  past,  to  the  dead  past. 
For  the  remaining  time  it  seems  to  me  that  we  ought  to  look  into 
what  the  future  is  going  to  offer  us.  I  suggest  that  we  pass 
that  matter  and  that  those  gentlemen  who  are  particularly  inter- 
ested in  it  present  it  and  we  take  up  the  question  in  which  we  all 
are  so  vitally  interested. 

The  Chairman — It  is  a  little  broader  than  that. 

Mr.  DoRSEY — We  do  not  have  any  lakes  in  Texas. 

The  Chairman — I  think  in  a  few  words  I  can  show  where 
you  are  interested  and  I  do  not  think  it  will  take  much  discussion. 
Last  fall  when  we  approached  the  crop  movement  with  a  tre- 
mendous demand  for  lake  tonnage  we  realized  that  there  might 
be  a  lot  of  suffering  caused  by  insufficient  lake  tonnage.  We  ap- 
proached the  Lake  Carriers'  Association  and  after  discussion  they 
agreed  with  our  Contract  Committee  to  furnish  all  tonnage  re- 
quired for  the  ore  trade  and  grain  trade  at  the  maximum  rate — 
not  only  wheat,  for  which  we  could  contract,  but  also  independent 
shippers  of  other  grains,  if  in  return  we  agreed  on  our  part  that 
the  unloading  of  these  vessels  at  the  lower  Lake  port  should  be 
placed  under  our  control,  so  that  any  conflict  in  unloading  in  Buf- 
falo might  be  avoided  and  a  lake  blockade  thereby  prevented. 
We  did  that  last  fall  and  I  think  for  the  first  time  in  20  years 
there  was  no  lake  blockade  of  vessels  and  the  tonnage  on  the 
lakes,  which  had  been  estimated  to  be  inadequate  did  prove  by 
this  quick  unloading  and  return  to  service  sufficient  to  handle 
the  enormous  quantities  of  coal  and  grain  that  were  transported 
on  the  lake.  That  was  important,  as  we  assumed  to  direct  the 
independent  shipper  and  he  placed  his  unloading  under  our  hands 
and  it  may  extend  to  further  direction.  In  that  way  it  may  affect 
you  without  a  lake. 

Mr.  Marcy — That  worked  extremely  satisfactory  in  every 
direction  last  season.  I  think  without  it  you  would  have  the 
worst  congestion  on  the  lakes,  both  in  loading  and  unloading  that 
you  ever  have  had.  It  worked  so  well  that  I  would  like  to  make 
a  motion. 
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I  move  that  the  plan  be  endorsed  at  it  was  handled  last  year. 

Mr.  Mitchell — I  would  like  to  second  that  motion. 

The  Chairman — Any  discussion  on  the  motion?  (Many 
voices,  question,  question.)     The  motion  is  carried  unanimously. 

VI.    New  Crop  Problems,  Wheat. 

How  many  of  these  items  under  New  Crop  Problems,  Wheat, 
have  we  touched  on  and  how  many  do  you  want  to  eliminate, 
keeping  in  mind  my  suggestion,  if  you  please,  that  if  possible 
we  select  from  the  various  sections  of  the  grain  handling  trade  a 
representative  committee  with  whom  we  can  confer  to  develop  a 
plan  as  the  new  crop  approaches.  How  much  do  you  want  to 
discuss  now  for  definite  expression? 

Mr.  Magnuson — It  seems  to  me  that  all  these  matters  have 
been  discussed  pretty  thoroughly  and  very  fully  and  I  think  the 
suggestion  of  the  President  is  right,  when  he  speaks  of  the  ap- 
pointment of  a  committee  and  I  think  if  that  can  be  done,  the 
discussion,  so  far  as  the  general  meeting  is  concerned,  might  as 
well  close  now  as  at  any  time. 

Mr.  DoRSEY — I  suggest  that  Mr.  Eikenberry  is  here  now  and 
that  he  relate  the  agreement  or  the  partial  suggestions  made  at  a 
conference  of  the  delegates  present  held  the  other  night  and 
that  that  be  presented  to  the  Administration  as  in  a  manner  ex- 
pressive of  the  opinions  of  at  least  a  majority  of  those  then  pres- 
ent. Mr.  Eikenberry  was  the  President  of  the  Conference  we 
held  the  other  night  and  Mr.  Moore  of  Kansas  City  was  the 
Secretary.    I  think  it  will  be  in  order,  at  least,  to  present  that. 

The  Chairman — I  will  be  very  glad  to  have  those  suggestions 
read  into  the  record. 

Mr.  Eikenberry — The  language  which  summoned  these  dele- 
gates to  this  conference  asked  us  to  bring  some  specific  recom- 
mendations and  in  order  to  comply  with  your  suggestions  and  to 
meet  your  demands  on  the  trade,  in  so  far  as  it  is  possible  so  to 
do,  it  was  suggested  to  me  that  we  have  a  preliminary  meeting 
so  that  the  trade  might  arrive  at  some  suggestions  which  would 
represent  its  collective  mind  as  to  the  solution  of  some  of  the 
problems  that  confront  the  Food  Adminitsration  with  especial 
reference  to  the  coming  crop.  At  a  preliminary  meeting  held  on 
the  evening  of  the  29th,  I  think  eight  specific  recommendations 
were  made  relative  to  the  future  handling  or  the  hand- 
ling    of     the     1918     crop.     I     did    not     anticipate     .so     long 
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a  discussion  of  the  experiences  accumulated  during  the 
past  year,  hence  these  recommendations  do  not  cover 
all  points  that  were  brought  up  or  even  all  the  points 
that  you  had  developed  in  your  programme.  Without  further  re- 
marks and  with  this  short  explanation  of  the  origin  of  these  rec- 
ommendations, I  will  ask  that  Secretary  Quinn  read  them  to  the 
Convention,  if  that  is  satisfactory.  (It  will  be  noted  that  Mr. 
Dorsey  mentioned  Mr.  Moore  of  Kansas  City  as  the  Secretary 
whereas  it  appears  that  Mr.  Quinn  was  the  Secretary.) 

The  Chairman — Let  us  hear  from  Mr.  Quinn. 

Mr.  Quinn — I  take  pleasure,  Mr.  Chairman,  in  reading  the 
following  resolutions  which  have  been  referred  to  by  Mr.  Eicken- 
berry : 

To  Mr.  Julius  H.  Barnes,  President,  U.  S.  Food  Administration 
Grain  Corporation : 

Sir — The  various  interests  of  the  Grain  Trade  after  careful 
deliberation  earnestly  submit  for  the  consideration  of  Food  Ad- 
ministration Grain  Corporation  the  following  recommendations 
for  the  handling  of  the  wheat  crop  of  1918. 

1. 

In  order  to  protect  country  dealers  on  wheat  purchased  by 
them  the  United  States  Food  Administration  Grain  Corporation 
should  agree  to  purchase  from  them  at  basic  price  less  a  commis- 
sion of  1  per  cent.,  any  wheat  which  said  country  dealer  is  un- 
able to  dispose  of  elsewhere.  The  Grain  Corporation  should  pay 
country  dealers  a  consideration  of  one-fifteenth  of  one  cent  per 
bushel  per  day  on  all  wheat  purchased  by  said  country  dealers 
from  the  time  it  is  received  at  their  elevators  until  it  is  shipped 
out  and  final  payment  is  made  therefor.  This  consideration  will 
partially  recompense  country  dealers  for  losses  due  to  inability  to 
get  any  carrying  charges,  to  liquidate  their  wheat  at  a  premium 
over  futures,  to  collect  storage  from  the  farmer  (who  in  normal 
times  carries  grain  in  the  country  elevators)  and  also  for  the  loss 
of  interest  and  insurance. 

That  free  and  unrestricted  movement  of  grain  from  country 
elevators  to  mills  or  the  shippers'  most  favorable  market  be  per- 
mitted, and  that  the  United  States  Grain  Corporation  and  the 
Coarse  Grain  Division  of  the  Food  Administration  co-operate 
in  the  movement  of  all  kinds  of  grain,  eliminating  as  far  as 
possible  the  priority  movement  of  wheat  by  the  Grain  Corpora- 
tion so  as  to  enable  the  farmer  to  market  his  wheat  and  coarse 
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grains  in  terminal  elevators  and  in  order  to  stabilize  prices, 
permit  accumulations  or  reserve  supplies  available  during  the 
period  when  farmers  are  busy,  or  when  inclement  weather  con- 
ditions or  lack  of  transportation  makes  it  impossible  to  have 
grain  available  for  distribution.  Producers  and  shippers  shall 
be  permitted  to  receive  the  benefit  of  the  most  favorable  freight 
rate  and  transit  privileges  permitted  by  the  railroad  freight 
tariffs  in  effect  at  time  of  shipment,  said  tariffs  having  been 
approved  by  the  Interstate  Commerce  Commission.  Bidding  for 
wheat  to  arrive  by  terminal  market  dealers  or  millers  to  be  pro- 
hibited, and  interior  millers  or  dealers  buying  car-lots  shall  be 
required  to  place  their  bid  on  the  basis  of  price  at  terminal 
market  tributary  to  the  stations  at  which  such  wheat  is  pur- 
chased, said  bid  price  to  be  less  fixed  charges,  including  freight 
and  commission.  The  term  "  Terminal  Markets  "  as  herein  and 
hereinafter  used  is  defined  as  those  markets  having  an  organized 
grain  exchange  or  facilities  for  handling,  storing  and  inspecting 
grain. 

3. 
That  mills  and  buyers  located  at  country  points  be  prohibited 
from  giving  the  farmers  a  higher  grade  or  lower  dockage  for 
his  grain  than  Federal  inspection  would  justify,  or  paying  him 
a  higher  price  than  would  leave  a  reasonable  buying  margin. 

4. 
For  the  operation  of  the  terminal  elevators,  we  recommend 
the  following  plan  which  is  based  on  the  President's  proclama- 
tion fixing  the  minimum  price  on  the  crop  raised  during  the 
year  1918  at  $2.20  for  the  basic  grade  at  Chicago.  So  long  as 
it  is  necessary,  in  the  opinion  of  the  Government,  to  stabilize 
wheat  prices,  we  recommend  that  the  present  method  of  control 
and  of  handling  wheat  be  changed  to  permit  the  free  and  unre- 
stricted movement  of  grain  in  its  natural  channels  from  country 
points  to  markets  and  to  allow  the  sale  of  all  grades  of  wheat 
in  the  open  market,  with  the  restriction  that  no  wheat  shall  be 
bought  at  a  higher  price  than  that  of  the  basic  grade  fixed  by 
the  President.  This  would  mean  that  the  Government  would 
no  longer  fix  the  maximum  value  of  the  various  lower  grades 
of  wheat,  but  would  permit  demand  and  supply,  cleaning  and 
blending  and  other  factors  to  determine  prices  thereof.  This 
would  not  interfere  with  the  necessity  of  the  Government, 
through  the  United  States  Grain  Corporation,  in  compliance  with 
Section  14  of  the  Food  Act,  establishing  fixed  minimum  prices 
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for  "  each  of  the  official  grain  standards  for  wheat  as  estab- 
lished under  the  United  States  Grain  Standards  Act,"  at  which 
prices  the  United  States  Grain  Corporation  will  purchase  all 
wheat  that  is  tendered  it.  This  would  remove  the  present  cause 
of  complaint  of  producers  that  the  values  of  any  grades  of  wheat 
lower  than  the  basic  grades  are  fixed  arbitrarily,  and  are  there- 
fore below  their  relative  commercial  value.  By  the  changed 
method  the  prices  of  the  lower  grades  would  be  fixed  by  com- 
petition. 

5. 

That  all  wheat  bought  by  persons  other  than  Government 
agents,  and  thus  finding  its  way  into  market,  must  be  sold  to  the 
United  States  Grain  Corporation  and  must  be  purchased  when 
tendered  to  it  at  the  prices  established  by  the  Government  for  the 
various  grades,  except,  however,  that  dealers  in  markets  shall  be 
allowed  to  purchase  upon  orders  from  mills,  wheat  from  current 
offerings  and  ship  same  direct  to  such  mills,  receiving  as  com- 
pensation the  commission  as  provided  by  the  various  markets 
for  such  service. 

6. 

Further,  that  the  United  States  Grain  Corporation  shall  pay 
the  terminal  elevator  operators  as  a  consideration  for  storing  and 
handling  its  wheat  and  regular  published  charges  for  such  services 
prevailing  at  each  terminal  market  place.  The  United  States 
Grain  Corporation  to  carry  its  own  risk  against  loss  by  fire  or 
the  elements,  loss  by  bomb  or  other  explosion  and  war  hazards 
of  all  kinds ;  the  United  States  Grain  Corporation  to  pay  for  the 
wheat  when  the  terminal  elevator  operator  delivers  to  its  agent 
the  warehouse  receipts. 

7. 
We  wish  to  emphasize  the  necessity  of  maintaining  a  properly 
controlled  futures  market  as  a  necessary  feature  of  an  even 
movement  and  uniform  distribution  of  coarse  grains,  or  of  wheat 
when  not  under  definite  Government  price  control.  Without  it, 
it  will  be  impossible  to  make  such  accumulations  at  terminal  mar- 
kets as  will  insure  the  quick  and  ready  shipment  and  distribution 
so  necessary  to  prevent  wide  fluctuations  in  prices  of  grain  and 
its  products.  We  can,  of  course,  assume  the  risk  of  ownership 
and  make  some  accumulations  of  grain  without  it,  but  it  will  be 
impossible  for  many  to  take  the  risk  involved  in  accumulating 
without  hedges  an  important  stock  of  grain,  except  at  prices  so 
low  as  to  incense  the  farmers  and  cause  a  sharp  falling  off  in  the 
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movement  from  the  farms  at  times  when  it  is  convenient  for  the 
farmers  to  sell.  There  is  nothing  new  in  this  statement,  but  it 
is  so  important  a  feature  of  the  machinery  of  the  business  of  grain 
distribution  that  too  much  emphasis  cannot  be  placed  upon  the 
need  of  it. 

Respectfully  submitted, 

Grain  Dealers  National  Association. 

Council  of   Grain    Exchanges    and    Representatives  of 

Leading  Exchanges. 
National  Council  of  Farmers  Co-operative  Association. 
Ohio  Grain  Dealers  Association. 
Indiana  Grain  Dealers  Association. 
Western  Grain  Dealers  Association. 
Illinois  Grain  Dealers  Association, 
Missouri  Grain  Dealers  Association. 
Texas  Grain  Dealers  Association. 
Onlahoma  Grain  Dealers  Association. 
Kansas  Grain  Dealers  Association. 

Mr.  Eikenp>erry — Supplementing  that  report  I  might  state 
that  many  suggestions  made  there  are  based  on  the  assumption 
that  we  were  drawing  the  suggestions  presuming  that  we  shall 
have  the  large  crop  of  wheat  indicated  at  the  present  time,  in 
which  case  we  would  call  your  attention  to  the  repeated  state- 
ments during  this  Conference  that  the  restrictions  shall  be  in  a 
manner  reduced. 

The  Chairman — Is  there  any  discussion  on  this  suggestion 
by  Mr.  Eikenberry  or  any  other  suggestions? 

Mr.  Dorsey — When  the  question  of  control  first  came  up  our 
records  will  show  that  it  seemed  in  order  to  protect  the  consumer 
and  the  business  go  on  just  as  it  was  and  if  a  maximum  price 
could  be  placed  on  flour  that  that  would  practically  control  every- 
thing else,  provided  the  administration  had  charge  of  the  exports. 
Nothing  has  come  up  to  change  my  mind.  I  know  that  the 
Administration  has  been  conducted  to  the  advantage  of  our  na- 
tion. It  has  been  ably  and  honestly  handled,  but  I  believe  most 
every  one  will  admit  that  thus  far  those  for  whom  the  price 
was  fixed  have  not  reaped  the  greatest  benefits,  that  is  the  con- 
sumers. I  believe  if  the  price  had  been  fixed  on  flour  at  the 
maximum  price  at  which  the  mills  could  sell  it  or  the  retailer 
could  sell  it  that  the  effect  would  have  been  very  much  more 
beneficial  to  the  consumer.     I  am  of  the  belief  that  the  miller 
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has  imposed  upon  the  public  very  greatly  the  last  year  or  two. 
They  knew  the  public  mind  was  prepared  to  expect  extortionate 
prices  and  they  have  laid  them  on.  Our  records  are  almost 
devoid  of  commercial  disasters  as  reported  by  Commercial  Agen- 
cies. You  rarely  see  where  a  retail  merchant  has  failed,  which 
is  out  of  order  since  I  can  remember,  more  than  50  years.  That 
indicates  that  on  the  prices  paid  they  have  collected  more  tribute 
than  they  were  entitled  to.  They  have  taken  the  advantage  and 
I  want  to  submit  to  the  Administration  now  the  idea  was  sug- 
gested of  the  idea  to  consider  this  matter  and  figure  it  out  in  the 
interests  of  the  consumers.  For  instance,  if  the  maximum  price 
were  fixed  at  which  the  mill  could  sell  the  miller  would  be  forced 
as  always  to  go  into  the  market  and  buy  his  wheat  at  the  most 
available  point,  freight  rates  and  everything  else  considered.  He 
would  have  to  go  into  the  market  and  sell  his  flour  on  the  same 
basis,  since  competition  would  regulate  the  rules  of  it.  In  the 
same  way,  when  the  grain  dealer  wanted  to  sell  to  the  miller 
wheat  he  would  be  controlled.  When  the  farmer  wanted  to  sell 
to  the  grain  dealer  he  would  be  controlled.  I  think  a  great  deal 
of  the  worry  and  trouble  of  the  Administration  would  be  elimi- 
nated if  the  price  could  be  fixed  on  flour  through  the  retailer  so 
that  the  miller  and  you  could  almost  let  the  rest  of  it  go  wild.  I 
think,  also,  the  Government  should  retain  control  to  the  extent 
that  they  could  call  for  this  wheat.  They  should  call  for  reports 
and  they  should  control  the  exports,  and,  if  need  be,  the  private 
distribution  of  wheat.  But  I  believe  if  a  price  could  be  fixed  as 
a  maximum  a  great  deal  of  our  trouble  would  be  eliminated. 

The  Chairman — You  realize  when  you  say  that  that  there  is 
no  authority  to  fix  prices? 

Mr.  DoRSEY — I  say  if  it  could  be.  I  wanted  the  Administra- 
tion to  figure  on  it  and  if  desirable  we  could  all  help  secure  that 
authority. 

The  Chairman — Gentlemen,  if  you  are  not  inclined  to  make 
any  further  suggestions  or  discussion  of  this  will  you  now  con- 
sider the  idea  of  an  Advisory  Committee  selected  by  yourselves  to 
whom  we  can  look  as  being  the  authorized  representatives  of  the 
different  sections  of  the  Grain  Handling  Trade? 

Mr.  Pierce — What  number  would  you  suggest?  I  think  that 
is  a  very  good  suggestion  on  the  part  of  the  Grain  Corporation 
of  the  Food  Administration. 

The  Chairman — Answering  the  question,  I  should  say  it 
should  not  be  too  large — six  or  eight  or  ten  may  be. 
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Mr.  Wallingford — It  seems  to  me  in  selecting  this  commit- 
tee that  each  market  of  any  importance  whatever  should  be  rep- 
resented by  at  least  one  man.  In  that  way  every  district  in  the 
United  States  would  be  represented  and  it  will  not  make  too 
large  a  Committee,  I  believe.  That,  of  course,  will  depend  on 
what  you  think  about  it. 

The  Chairman — I  suppose  Mr.  Wallingford's  suggestion  in- 
cludes Wichita,  for  instance? 

Mr.  Wallingford — At  first,  if  in  order,  I  would  recommend 
that  Wichita  be  allowed  a  member. 

Mr.  Smith — How  about  Fort  Worth? 

Mr.  Wallingford — And  Fort  Worth. 

The  Chairman — I  am  afraid  that  would  make  a  cumbersome 
committee,  and  would  it  be  a  committee  that  could  properly  rej>- 
resent  the  different  classes,  the  Grain  Dealers,  Country  Dealers 
and  the  Terminal  Elevators? 

Mr.  Wallingford — If  that  could  be  worked  out  so  that  each 
district  might  be  adequately  represented  I  think  it  would  be  the 
best  plan. 

The  Chairman — Take  the  country  dealers — would  it  be 
possible  to  select  a  section  or  two  or  three  sections  so  that  by 
the  selection  of  two  or  three  members  of  the  committee  the 
country  dealers  might  agree  that  those  men  could  typically  rep- 
resent them? 

Mr.  Wallingford — Don't  you  think  the  principal  grain 
States,  or  those  organizations  within  those  States,  could  select 
their  representatives,  or  would  that  be  advisable? 

The  Chairman — That  is  what  I  am  trying  to  put  up  to  you. 
The  State  Grain  Dealers  Associations  would  probably  under- 
take that. 

Mr.  Wallingford — Then  I  make  a  motion  that  each  State 
organization  choose  its  representatives  to  represent  them  on  this 
committee. 

Mr.  DoRSEY — I  second  that  motion. 

Mr.  Smith — I  would  like  to  offer  a  substitute  motion,  that 
inasmuch  as  there  are  12  administrative  zones  in  the  Food  Ad- 
ministration that  a  like  number  of  representatives  of  the  grain 
interests,  the  elevator  interests,  the  commission  merchants  and 
terminal  markets  be  selected  to  represent  the  Grain  Trade  in 
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general.  That  will  put  it  on  a  fifty-fifty  basis.  This  not  be- 
cause I  feel  that  the  12  zones  will  equally  or  fairly  cover  the 
territory  but  I  think  a  too  large  committee  will  be  unsatisfactory. 
I  think  much  good  has  been  accomplished  by  consideration  of 
every  question  before  this  very  large  meeting  but  at  the  same 
time  I  think  the  number  of  this  other  committee  should  be 
limited. 

I  would  suggest  as  a  substitute  motion  for  Mr.  Walling- 
ford's  motion  that  a  Committee  of  twelve  be  selected  to  consult 
with  the  Food  Administration  Grain  Corporation. 

The  Chairman — Have  you  a  suggestion  as  to  the  method  of 
their  selection? 

Mr.  Smith — I  am  speaking  more  as  to  the  limit  of  the  num- 
ber of  the  Committee. 

Mr.  Riley — My  experience  in  this  kind  of  work  leads  me  to 
believe  it  might  be  well  not  to  have  too  large  a  committee  but 
that  the  committee  be  selected  by  the  representative  organizations. 
For  instance,  there  are  something  like  eight  or  ten  grain  dealers 
associations.  Their  interests  are  almost  identical.  If  from 
that  particular  group  of  associations  they  were  to  select  a  mem- 
ber to  represent  each  that  would  not  be  a  proper  representation 
in  this  consulting  committee.  I  should  doubt  the  propriety  of 
having  a  member  of  the  committee  from  each  of  the  grain  dealers 
associations.  The  same  as  from  each  of  the  markets.  That 
would  make  an  unwieldy  committee.  But  I  do  think  that  the 
proper  way  would  be  to  request  them  to  make  a  selection  rep- 
resenting the  different  interests  they  represent. 

Mr.  Wallingford — With  the  consent  of  my  zone  I  would 
like  to  offer  a  different  motion  and  withdraw  the  motion  I  have 
made. 

The  Chairman — I  did  not  hear  a  second. 

Mr.  Dorse Y — I  second  it. 

Mr.  Wallingford — I  would  like  to  offer  this  resolution,  that 
Mr.  Barnes,  who  is  thoroughly  acquainted  with  this  whole  situ- 
ation and  knows  the  men  of  these  organizations  better  than  any 
other  individual,  be  empowered  by  this  organization  to  appoint 
a  committee  of  ten  or  twelve  to  represent  the  various  organiza- 
tions here  represented. 

Mr.  Price — I  second  that  motion. 
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Mr.  Moore  (Kansas  City) — I  wish  to  amend  that  motion  by 
moving  that  we  allow  Mr.  Barnes  to  select  that  committee  at  his 
discretion. 

The  Chairman — I  prefer  very  much  that  the  selection  be 
made  by  the  trade  themselves,  in  fact  I  think  it  is  very  essential 
that  the  selection  should  be  made  in  that  way.  I  want  no  one 
obligated  in  any  way  for  his  appointment  to  me.  I  particularly 
desire  this  because  I  do  not  want  to  feel  that  any  member  of 
this  committee  may  be  in  any  way  influenced  in  his  attitude  on 
any  question  that  comes  up  excepting  in  so  far  as  it  may  be  to 
the  best  interest  of  the  trade  and  of  the  country. 

Mr.  Hoffman — There  are  three  distinct  interests  interested 
here — the  country  elevator  man,  the  commission  man,  the  terminal 
elevator  man  and  the  export  interests.  It  would  not  be  hard  to 
have  the  gentlemen  representing  those  diflFerent  interests  get  to- 
gether and  elect,  if  you  please,  one  or  two  or  three,  as  it  may  be 
decided,  to  repesent.  If  there  are  four  interests,  then  you  would 
have  three  from  each  and  that  would  make  a  committee  of  twelve. 
And  as  a  national  proposition — the  Northwest,  Southwest,  or 
the  East  and  the  North — they  could  have  a  representative.  The 
same  as  the  terminal  elevators  and  the  commission  men. 

The  Chairman — How  would  the  commission  men  select 
their  delegate?  I  can  conceive  that  the  terminal  elevator  men 
have  an  association  and  the  exporters  have  an  association.  The 
country  dealer  is  governed  by  both  his  State  organization  and 
his  national  association.  But  what  about  the  commission  man  ? 
How  could  that  be  arrived  at? 

Mr.  Hoffman — Have  the  commission  men  of  each  market 
have  a  representative  on  the  committee. 

Mr.  Pierce — We  had  this  winter  a  committee  that  had  to  do 
in  effect  almost  what  this  committee  is  expected  to  do,  and  we 
found  that  by  getting  the  various  organizations  together  that  it 
is  possible  in  that  way  to  select  a  committee  that  represented 
the  various  interests  involved  in  the  Grain  Trade.  I  should  think 
a  committee  of  not  over  twelve  could  be  selected  in  that  way  or 
some  similar  way  and  we  would  get  a  full  representation  of  the 
Grain  Trade.  In  any  event,  I  am  sure  you  would  like  to  have 
such  a  committee  in  which  every  man  in  this  room  would  have 
confidence,  and  also  a  committee  that  would  represent  every 
section   of   the    country   if   it   was   correctly    represented.      My 
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experience  is,  in  organizations,  if  you  want  perfect  results  you 
want  to  have  every  member  of  the  organization  have  full  con- 
fidence in  the  organization's  committee. 

Mr.  CoRNEiLSON — I  was  going  to  suggest  that  we  have  the 
National  Grain  Dealers'  Association,  of  which  all  State  associa- 
tions are  affiliated  members,  select  members  for  this  committee. 
We  have  the  State  Grain  Dealers'  Association  throughout  the 
country,  and  they  include  commission  men  and  brokers  as  well  as 
the  cash  handlers.  We  also  have  the  terminal  associations  which 
include  the  terminal  elevators.  It  seems  to  me  that  the  nomina- 
tion of  the  committee  should  be  left  to  the  National  Association 
as  to  their  proportion.  If  it  is  to  be  a  committee  of  twelve, 
then  three  from  the  National  Association  and  three  from  the 
other  Grain  Exchanges  and  three  from  the  Terminal  Associa- 
tions, and  if  the  exporters  are  insufficiently  represented  then 
they  might  be  selected  by  the  others. 

Mr.  Magnuson — I  fully  agree  with  Mr.  Corneilson  as  to 
how  that  committee  should  be  composed,  but  I  believe  that  a 
committee  of  twelve  would  be  more  than  the  requisite  number 
necessary.  What  we  want  is  not  an  unwieldy  committee.  The 
grain  men,  as  a  rule,  are  among  the  brainiest  people  of  the 
United  States  and  I  believe  that  a  committee  of  seven  or  nine 
would  be  just  as  good  as  a  committee  of  twelve ;  in  fact,  I  would 
have  a  preference  for  a  committee  of  five.  But  suppose  there 
are  seven  or  nine.  Suppose  the  President  of  the  Grain  Dealers' 
Association  appoints  two  and  the  Terminal  Association  appoints 
two  and  the  President  of  the  Grain  Exchanges  appoints  two  and 
that  the  President  of  this  Conference  appoints  one.  The  Presi- 
dent would  naturally  be  the  one  to  whom  the  committee  would 
come.  He  should  have  some  one  of  the  committee  with  him. 
That  would  make  a  committee  of  seven  and  that  would  not  be 
unwieldy  as  a  committee.  They  could  come  to  New  York  with- 
out a  great  deal  of  expense  and  there  would  not  be  so  many 
that  would  have  their  time  taken  up.  I  am  satisfied  that  the  size 
of  such  a  committee  would  be  just  about  right. 

I  would  so  move,  unless  there  is  a  motion  before  the  house. 

Mr.  Corneilson — I  think  that  you  have  overlooked  the  farm- 
ers. They  ought  not  to  be  overlooked  and  they  should  be  in- 
cluded. 

Mr.  DoRSEY — I  do  not  see  any  objection  to  a  committee  of 
ten  or  twelve  or  fifteen.  But  the  manner  of  selecting  this  com- 
mittee is  unfair  to  the  country  grain  shipper  upon  whom  the 
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Government  depends  and  who,  under  the  rules  and  regulations 
of  the  Administration,  can  serve  their  country  a  great  deal  better 
than  middle  men  or  elevator  men  have  been  able  to  do.  Since  the 
country  shipper  is  representing  the  Government  and  handling  all 
kinds  of  grain  I  think  they  are  entitled  to  a  fair  and  reasonable 
representation  in  the  appointment  of  this  committee.  I  think  the 
distribution  as  suggested  by  Mr.  Magnuson  and  Mr.  Comeilson 
is  unfair  to  the  great  loyal  country  shippers  that  do  the  work 
and  get  out  the  grain  and  get  it  ready.  I  do  not  think  the  dis- 
tribution as  suggested  is  fair  or  equitable. 

The  Chairman — Mr.  Wallingford  has  a  motion.  Do  you 
request  that  he  withdraw  it? 

Mr.  Wallingford — If  you  suggest  I  withdraw  it,  but  I  still 
think  that  is  the  proper  solution  of  the  problem  because  it  is 
almost  impossible  to  have  every  branch  represented  here  ade- 
quately without  having  a  very  unwieldy  and  cumbersome  com- 
mittee. 

The  Chairman — I  certainly  do  request  that  you  withdraw 
that  motion.  I  dislike  to  be  embarrassed  by  selecting  that  com- 
mittee.    Mr.  Magnuson,  your  motion  is  not  seconded. 

Mr.  Corneilson — I  will  second  it. 

The  Chairman — The  motion  is  that  a  committee  of  seven  be 
selected,  two  to  be  named  by  the  National  Grain  Dealers  Asso- 
ciation, two  by  the  Council  of  Grain  Exchanges  and  two  by  the 
Terminal  Elevator  Merchants'  Association  and  one  to  be  selected 
by  the  President  of  the  Grain  Corporation. 

Mr.  Clemons — Mr.  Barnes  and  gentlemen,  I  agree  with  some 
things  that  have  been  said  here  about  the  size  of  this  committee. 
The  fewer  people  you  have  on  that  committee  the  better  the  re- 
sults you  will  secure  in  one  way,  but  the  more  people  you  have 
on  that  committee  the  better  results  you  will  get  in  another  way. 
If  I  understand  Mr.  Barnes  correctly  his  idea  in  asking  for 
such  a  committee  is  to  get  the  expressions  of  the  different  sec- 
tions of  the  country  and  how  they  might  want  to  put  into  effect 
what  would  affect  the  different  sections  of  this  country  for  the 
grain  trade  of  the  country.  If  I  am  right  in  my  understanding, 
a  man  appointed  in  the  Southwestern  part  of  the  country  could 
not  represent  the  Northwestern  part  of  the  country  intelligently ; 
a  man  from  that  same  section,  the  Northwestern  part  of  the 
country,  could  not  represent  Ohio  and  Indiana  intelligently. 
Neither  could  he  represent  Idaho  or  Nebraska,  and  for  myself 
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I  will  say  that  if  I  happened  to  be  honored  by  being  put  on  such 
a  committee  I  would  not  attempt  to  do  it.  The  only  thing  a  man 
can  do  on  that  committee  is  to  represent  the  section  of  the  coun- 
try that  he  lives  in  and  knows  about.  I  know  this,  and  I  believe 
Mr.  Barnes  will  substantiate  what  I  say,  that  there  was  a  condi- 
tion existing  in  our  part  of  the  country  last  year  after  the  Food 
Administration  Bill  went  into  effect  that  if  pointed  out  in  time 
to  those  in  authority  or  those  who  formulated  that  food  bill  would 
have  taken  care  of.  I  believe  that  every  State  that  has  a  live 
grain  dealers  organization  should  have  a  representative  on  this 
committee.  I  believe  it  would  be  Mr.  Barnes'  desire  that  they 
should  have.  Mind  what  I  say,  every  State  that  has  a  live  grain 
dealers  organization.  Live  grain  dealers  organization  are  made 
up  by  men  who  are  alive.  Consequently  you  would  not  have 
dead  wood  on  such  a  committee  as  that.  And  I  believe  it  is  a 
fact  that  any  State  in  this  Union  that  has  a  grain  dealers  organi- 
zation or  an  association  that  has  not  a  member  or  has  not  affi- 
liated with  the  National  Association  is  made  up  of  dead  wood 
and  I  do  not  believe  they  are  entitled  to  membership  on  this 
committee. 

Mr.  Hoffman — I  cannot  be  in  favor  of  this  way  of  appoint- 
ing such  committee,  for  this  reason.  Let  us  suppose  that  in  the 
appointments  by  mistake  only  the  men  appointed  are  all  represent- 
ative of  country  elevators.  That  would  not  be  wanted.  I  under- 
stand you  want  approximately  an  equal  number  of  men  from  each 
line  in  the  grain  business.  I  think  it  quite  necessary  that  two  or 
three  men  from  each  line  of  business  be  on  that  committee  so  if 
there  is  a  question  asked  about  f.  o.  b.'ing  or  about  terminal 
elevators  that  there  be  some  one  man  on  that  committee  to  give 
you  the  desired  information.  I  am  very  much  in  favor  of  mak- 
ing it  a  stated  number  of  seven  or  eight.  I  don't  believe  in  a 
large  committee.  Twelve  is  not  a  large  committee.  And  I  think 
it  is  necessary  that  you  have  a  committee  composed  of  all  lines 
of  this  trade. 

Mr.  CoRNEiLSON — I  perceive  from  what  this  gentleman  just 
said  that  I  created  a  wrong  impression  by  what  I  said.  I  was 
talking  from  the  grain  dealers'  standpoint.  I  do  not  mean  that 
the  other  organizations  should  be  excluded  from  this  committee 
by  any  means.    They  should  have  a  representation. 

Mr.  Hoffman — I  did  not  misunderstand  you.  My  point  is 
that  there  should  be  a  larger  committee  than  five. 
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Mr.  Marcy — I  have  a  substitute  motion  that  a  committee  of 
twelve  be  appointed  consisting  of  three  to  be  nominated  by  the 
National  Association  and  three  by  the  Country  Dealers'  Asso- 
ciation and  three  by  the  Terminal  Elevator  Association  and  two 
by  the  Export  Association  and  one  by  the  Pacific  Coast.  (The 
motion  was  seconded.) 

Mr.  Searle — As  the  representative  of  different  lines  of 
business  I  think  if  the  National  Grain  Dealers'  Association  were 
to  choose  their  members  from  the  Country  Grain  Dealers'  As- 
sociation, and  the  Council  of  National  Grain  Exchanges  were  to 
choose  commission  men  and  then  the  Exporters  were  to  choose 
their  representatives  and  the  Terminal  Elevator  Men  choose  their 
representatives,  then  we  would  have  a  representative  committee. 
Will  Mr.  Marcy  accept  that  suggestion? 

Mr.  Marcy — Yes. 

The  Chairman — Just  to  get  the  motion  absolutely  clear — 
what  about  the  method  of  selecting  the  Pacific  Coast  repre- 
sentative ? 

Mr.  Marcy — I  suggest  that  it  be  left  to  Mr.  Houser  to  de- 
velop a  plan  for  the  selection  of  that  man. 

Mr.  Magnuson — I  would  be  glad  to  accept  the  plan  of  Mr. 
Marcy,  except  in  this  that  on  that  committee  there  is  no  repre- 
sentation at  all  of  any  line  country  elevator  man.  The  three  to  be 
appointed  from  the  country  are  substantially  operators  of  coun- 
try elevators  but  there  is  not  to  be  any  one  who  controls  a  line 
of  country  elevators.  Operating  one  elevator  is  different  from 
operating  a  line  of  country  elevators,  consequently  I  had  in  mind 
in  making  my  motion  to  be  sure  that  the  Committee  would  be 
composed  of  one  country  elevator  man  and  one  terminal  elevator 
man  and  one  commission  man  and  so  on  so  the  committee  would 
be  divided  among  the  different  lines  of  business  that  made  up 
the  grain  trade  and  that  the  Presidents  of  these  different  institu- 
tions, together  with  the  men  to  be  appointed  by  the  President 
of  this  meeting,  should  possess  the  general  and  best  knowledge 
of  the  general  trade. 

Mr.  Sager — I  think  that  Mr.  Marcy's  resolution  is  the  happi- 
est solution  of  the  question  yet  proposed  and  if  any  motions  are 
to  be  adopted  I  hope  it  will  be  that  one.  It  seems  to  me  it  should 
distinctly  embody  the  suggestion  made  by  the  gentleman  a  few 
moments  ago  regarding  the  different  branches  to  be  repre- 
sented. 

230 


As  to  Mr.  Magnuson's  objection,  the  terminal  elevator  asso- 
ciation is  to  have  the  appointment  of  several  delegates  and  a 
great  many  of  those  gentlemen  are  always  interested  in  and 
operators  of  line  elevators,  so  it  seems  to  me  the  line  elevators 
would  have  their  representation  in  the  organization. 

Mr.  Priddy — I  suggest  or  oflfer  as  an  amendment  to  the  sub- 
stitute motion  that  this  committee  be  composed  of  the  Presi- 
dents of  the  various  National  and  State  Organizations  and  of 
the  various  organizations  that  go  to  make  up  the  trade.  That 
would  make  it  10  or  12  but  you  would  probably  have  the  best 
men  in  the  world  on  that  committee.  State  Associations  are  not 
entirely  made  up  of  country  shippers  but  are  made  up  of  re- 
ceivers and  terminal  operators  and  elevator  men. 

The  Chairman — Do  you  offer  that  as  an  amendment  to  the 
substitute  motion? 

Mr.  Priddy — Yes,  that  it  consist  of  the  Presidents  of  each 
organization  in  the  country. 

Mr.  QuiNN — Mr.  Priddy  has  just  suggested  the  selection  of 
the  Presidents  of  each  one  of  the  active  State  Associations  in 
eluding  the  National  Association.  The  National  Association  has 
at  the  present  time  nine  State  Associations  affiliating  and  every 
one  of  them  is  active,  so  on  that  basis  the  country  shipper  would 
have  a  representative  of  nine  to  begin  with.  If  you  attempted  to 
have  approximately  the  same  representation  in  other  branches 
of  the  industry,  such  as  terminal  elevators,  commission  men  and 
interior  representatives  and  so  on  you  would  have  a  committee 
too  cumbersome  to  do  anything.  Air.  Barnes,  being  a  practical 
man,  would  like  to  work  with  smaller  units.  A  unit  of  that  kind 
would  be  so  large  you  could  not  do  anything  with  it.  It  would 
embrace  at  least  25  or  more  on  any  such  basis  as  suggested  by 
Mr.  Priddy. 

Mr.  Sager — I  wish  to  second  Mr.  Marcy's  substitute  motion. 

Mr.  Pierce — In  the  three  organizations  are  included  a  very 
large  representation  of  the  country.  And  the  Presidents  of 
those  three  organizations  are  men  in  whom  the  grain  dealers 
place  the  utmost  confidence.  In  order  that  the  business  of  the 
various  sections  of  the  country  may  be  properly  represented  I 
would  like  to  offer  an  amendment  to  all  previous  motions.  I 
move  that  these  three  Presidents  be  appointed  to  constitute  a 
committee  to  select  a  committee  of  a  size  which  the  President 
of  the  Grain  Corporation  may  determine  and  that  these  three  men 
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shall  not  select  more  than  one  man  from  any  branch  in  the 
country  and  that  each  branch  shall  be  represented — the  Presi- 
dents of  the  Grain  Dealers'  National  Association,  the  Council  of 
Grain  Exchanges  and  the  Terminal  Grain  Elevator  Association. 

Mr.  DoRSEY — There  is  no  provision  for  the  appointment  of  a 
representative  of  the  agricultural  interests.  They  have  a  very 
large  farmers'  organization  in  this  country.  A  representation  by 
the  farmers  might  be  very  well  worth  while  considering.  There 
are  about  200  members  here  now  in  this  Conference.  I  do  not 
think  Mr.  Barnes  or  any  one  else  thinks  that  this  present  com- 
mittee has  been  very  unwieldy.  In  counsel  there  is  wisdom.  I 
find  that  the  more  men  we  have  the  better.  I  do  not  think  your 
committee  would  be  cumbersome  or  impracticable.  I  second  Mr. 
Priddy's  motion. 

Mr.  VAN  DusEN — I  second  Mr.  Pierce's  motion. 

Mr.  Price — In  reference  to  the  Cooperative  Association 
mentioned,  as  we  were  too  modest  to  mention  them  ourselves, 
if  you  want  them  or  think  that  you  need  a  representative  of 
them  on  that  committee  I  will  be  pleased  to  lay  the  matter  before 
our  people  and  let  them  send  a  representative  of  the  country 
interests. 

The  Chairman — The  Farmers'  Cooperative  Associations? 
Mr.  Price— Yes. 

The  Chairman — Is  that  represented  in  the  National  Grain 
Dealers'  Association? 

Mr.  Price — It  is  the  Upper  Council  of  the  National  Grain 
Dealers'  Association  (Laughter.)  We  are  members  of  the  Na- 
tional Council  to  work  through  the  National  Council. 

Mr.  Dorse Y — The  National  Council  has  no  connection  with 
the  Grain  Dealers  National  Association  (Many  voices,  question, 
question,  question,  question.) 

Mr.  Carkener — Mr.  Marcy's  idea  is  that  there  should  be 
three  elevator  men,  three  commission  men  and  three  representa- 
tives of  the  country  interests  and  two  exporters  and  one  from  the 
Pacific  Coast.  That  is  11  and  it  looks  to  me  like  it  is  represen- 
tative. I  did  not  get  anything  definite  out  of  Mr.  Pierce's  mo- 
tion exqept  a  method  of  selecting  this  committee  which  when 
selected  may  be  representative  men.  As  I  understand  it,  I 
think  Mr.  Marcy's  idea  is  much  more  representative. 
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Mr.  DoRSEY — Just  one  word  and  that  is  my  last.  I  want 
to  call  your  attention  to  the  fact  that  you  are  not  giving  proper 
representation  to  the  country  shipper.  I  don't  think  any  one 
of  you  will  contend  it  is  fair,  reasonable  or  just.  That  is  put- 
ting the  plain  truth  to  you  and  it  is  the  truth. 

Mr.  Wallingford — We  represent  a  number  of  country 
dealers  and  we  think  it  is  manifestly  fair,  at  least  I  do.  (Ques* 
tion,  question,  question,  question  from  many). 

The  Chairman — The  vote  will  be  on  Mr.  Pierce's  motion 
which  is  that  the  presidents  of  the  National  Grain  Dealers  As- 
sociation and  the  President  of  the  Council  of  Grain  Exchanges 
and  the  President  of  the  Terminal  Association  select  a  com- 
mittee of  such  number  as  may  be  desired  by  the  President  of 
the  Grain  Corporation  and  that  these  three  men  shall  not  select 
more  than  one  man  from  any  branch  in  the  country  and  that 
each  branch  shall  be  represented. 

Mr.  Pierce — Giving  due  regard  to  the  dififerent  sections  of 
the  country  to  see  that  each  is  fairly  represented  and  that  each 
section  of  the  grain  trade  is  fairly  represented. 

The  Chairman — You  are  right. 

Mr.  Pierce — It  is  a  very  difficult  thing  to  distribute  the  rep- 
resentation fairly  through  the  country. 

Mr.  Priddy — With  the  consent  of  the  gentleman  who  sec- 
onded my  motion,  I  think  it  is  quite  fair  and  I  desire  to  with- 
draw my  motion,  that  is  the  suggestion  by  Mr.  Pierce. 

The  Chairman — The  amendment  as  proposed  by  Mr. 
Pierce,  just  elaborated  to  you,  is  before  you  for  a  vote.  Are 
you  ready  for  the  question?    Those  in  favor? 

Mr.  Smith — Does  that  embody  the  number  of  the  committee 
or  the  extent  of  the  committee? 

The  Chairman — No.  Those  in  favor  of  that  amendment 
say  aye.  (Several  ayes.)  Those  opposed  (Several  noes.)  The 
noes  have  it,  unless  there  is  some  question  of  the  decision. 

The  question  now  before  us  is  the  motion  by  Mr.  Marcy 
duly  seconded,  a  substitute  motion,  that  the  National  Grain 
Dealers  Association  select  three  to  represent  the  country  dealers 
and  the  country  elevator  interests ;  that  the  Council  of  Grain 
Exchanges  select  three  to  represent  the  commission  men's  inter- 
ests; that  the  Terminal  Elevator  Grain  Merchants  Association 
select  three  to   represent  the      terminal  elevator  interests,  and 
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the  suggestion  has  been  more  or  less  clearly  indicated  that  that 
terminal  elevator  representation  should  represent  the  line  coun- 
try elevators;  that  the  exporters  select  two  and  that  the  Pacific 
Coast  have  a  member  of  this  committee  to  be  selected  in  such 
manner  as  our  agent,  Mr.  Houser,  may  arrange  with  the  com- 
mercial bodies  on  the  Coast. 

Mr.  DoRSEY — I  move  that  the  motion  be  tabled. 

The  Chairman — Are  you  ready  for  the  question?  (Many 
voices,  question,  question,  question.)  Those  in  favor  (Many 
ayes.)  Those  opposed.  (No  response.)  It  is  so  ordered  and 
the  motion  is  declared  carried  and  as  a  substitute  motion  to 
replace  Mr.  Magnuson's  original  motion. 

Now,  gentlemen,  these  interests,  these  commercial  bodies 
mentioned,  will  make  such  selection  and  advise  us  of  their  selec- 
tions in  accordance  with  the  spirit  of  that  resolution. 

I  promised  the  gentleman  from  Oklahoma  I  would  give  him 
a  chance  to  discuss  the  question  of  interpretation  of  the  war  tax 
on  freight. 

Mr.  HuTCHiNS — The  matter  of  the  war  tax  as  it  has  been 
assessed  against  the  country  shipper  has  been  a  matter  of  con- 
siderable irritation. 

The  Chairman — Gentlemen,  do  not  go  because  we  have  still 
the  important  questions  concerning  Forms  DOO  and  COO  to 
discuss,  and  you  might  listen  with  courtesy  to  the  gentleman  now 
speaking  (because  several  members  started  to  leave  the  room). 

Mr.  HuTCHiNS — That  has  aroused  some  discontent. 

Interpretation  of  the  Wa/r  Tax  on  Freight. 

We  contend  that  the  ruling  of  the  Food  Administration  as 
to  that  is  incorrect  and  we  feel  sure  that  before  the  new  crop 
begins  to  move  this  matter  should  be  investigated.  We  think 
the  country  elevator  has  no  chance  or  recourse  as  it  stands.  This 
is  a  matter  that  should  follow  the  wheat  and  as  long  as  the  miller 
is  protected  should  go  with  the  wheat. 

Another  matter  that  we  must  face  in  a  short  time  is  the  matter 
of  the  increase  in  the  freight  rates.  This  will  probably  strike 
us  when  we  have  wheat  on  hand  and  on  the  basis  of  the  present 
rate.  What  shall  we  do  with  that  wheat  unless  the  country 
elevator  man  or  the  terminal  elevator  man  takes  the  loss?  Can 
we  devise  any  method  by  which  we  can  protect  ourselves?    I  do 
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not  see  any  chance  for  the  country  elevator  man  if  the  railroad 
raises  its  rate. 

The  Chairman — Perhaps  I  can  directly  answer  that  as  we  see 
it.  The  situation  is  that  as  to  wheat,  which  is  the  only  food 
we  really  have  interfered  with,  under  the  30-day  regulation  as 
well  as  the  self  interest  of  the  handler  the  wheat  will  be  put  into 
commercial  channels  without  delay.  If  that  delay  arises  because 
of  car  shortage  or  lack  of  railroad  transportation,  that  is  a  busi- 
ness risk  against  which  you  are  not  protected.  If  we  are  the 
direct  cause  of  wheat  being  held  at  the  country  point  and  a 
freight  advance  goes  on  we  consider  ourselves  obligated  to 
protect  the  country  elevator  by  reason  of  such  advance,  in  the 
sense  that  if  the  wheat  is  delayed  by  our  order  and  the  owner 
had  no  chance  to  protect  himself  by  putting  it  into  the  market  be- 
fore the  advance  took  place.    Does  that  answer  your  question? 

Mr.  HuTCHiNS — To  a  certain  extent.  How  about  where  the 
elevator  is  full  and  we  have  no  cars  ? 

The  Chairman — On  the  hazards  of  rail  equipment  and  rail 
transportation  we  see  no  reason  why  we  should  absorb  that,  nor 
do  we  see  any  reason  why  we  should  absorb  any  risk  except  when 
on  our  orders  interfere  with  your  movement.  I  would  like  to 
get  an  expression  from  any  one  who  differs  with  that  as  being 
sound. 

Now,  gentlemen,  we  have  these  two  reports  COO  and  DOO, 
the  reports  of  the  trade.  These  two  reports  as  sent  out  are 
looked  upon  by  the  trade  as  unduly  complicated  and  burdensome. 
What  can  we  do  to  simplify  them  and  still  get  the  information  at 
Washington,  information  which  they  must  have?  We  will  be 
glad  to  have  your  suggestions. 

Mr.  LiNDERHOLM — That  request  for  those  reports  causes  all 
kinds  of  uneasiness,  not  because  we  do  not  want  to  give  you  the 
information.  They  are  only  one  of  many  we  have  been  getting, 
and  not  all  coming  from  the  Food  Administration.  We  have 
them  from  the  Federal  Trade  Bureau  and  other  sources.  If  we 
are  able  to  give  you  the  information  in  an  intelligent  manner 
we  want  to  do  it.  We  are  not  holding  out  against  this  DOO  or 
COO,  but  it  is  absolutely  impossible  to  give  an  exact  estimate  of 
all  conditions  for  three  months  and  unless  we  can  get  it  elimin- 
ated on  DOO  entirely  we  would  ask  that  it  be  made  for  a  period  of 
six  months,  as  most  of  our  elevator  concerns  close  their  year  the 
1st  of  July  or  about  that  time.     In  that  way  you  could  aid  us. 
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If  the  trade  had  been  prepared  for  this  proposition  they  possibly 
could  have  adjusted  their  bookkeeping  to  do  that.  All  you  will 
get  from  the  majority  will  be  only  a  rough  estimate.  We  ask 
that  either  they  be  eliminated  entirely  or  the  time  extended  to 
July  1st  and  make  semi-annual  reports  requisite  instead  of  quar- 
terly reports. 

Mr.  Carkener — I  am  commissioned  by  every  member  of  the 
Board  of  Trade  of  Kansas  City  to  request  that  the  request  for 
these  reports  be  withdrawn.  That  may  be  putting  it  a  little 
strong,  but  our  membership  is  opposed  to  the  report  simply 
because  their  system  of  bookkeeping  hardly  permits  of  their  mak- 
ing them  out.  So  many  things  are  asked  for  that  the  merchan- 
dising man,  the  commission  man  or  the  man  doing  a  carload  job- 
bing business  would  have  to  dissect  every  kind  of  a  sale  or  a 
purchase  in  order  to  furnish  you  the  information  requested.  He 
has  to  divide  his  interest  account  as  against  money  advanced  on 
consignment  and  money  invested  in  grain  he  might  buy  with  a 
view  of  handling  it  as  a  dealer,  and  the  item  of  freight  paid  would 
mean  that  every  car  would  have  to  be  dissected.  And  then  there 
are  other  charges,  such  as  insurance  and  inspection.  There  is 
no  set  of  books  ever  kept  by  commission  merchants  or  those 
doing  a  shipping  business,  outside  of  the  regular  elevator  operator, 
that  would  permit  these  reports  to  be  made  up  without  employ- 
ing extra  help,  and  if  the  business  reaches  any  volume  and  these 
reports  continue  to  be  demanded  it  would  mean  an  additional 
extra  bookkeeper  or  bookkeepers,  because  the  journals  and  ledges 
would  have  to  be  changed  so  that  these  several  entries,  some 
three  or  four  or  five  for  each  account,  might  be  made  out.  For 
instance,  there  is  a  requirement  that  we  shall  make  out  a  report 
on  the  freight  paid.  You  sell  grain  for  delivery  to  Kansas  City 
or  Chicago,  but  you  don't  actually  pay  the  freight,  but  allow  it 
on  the  grain.    It  is  almost  impossible  to  fill  out  that  report. 

Mr.  Pierce — We  take  stock  the  1st  of  January  and  the  1st 
of  July,  twice  a  year,  and  in  making  up  our  account  so  as  to 
make  out  statements  for  our  clients,  about  twenty  to  twenty-five 
days.  Even  if  we  were  in  a  position  to  answer  these  question 
fully  that  would  impose  a  great  hardship  upon  us,  because  it 
would  require  our  making  out  our  statements  four  times  a  year 
instead  of  twice  a  year,  because  we  would  have  to  go  through 
this  same  work  twice  as  often  as  we  do  now.  We  cannot  see 
what  value  this  is  to  the  Food  Administration.  Mr.  Hoover 
knows  just  why  he  wants  it.    All  we  can  do  is  to  ask  you  to  con- 
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sider  our  situation  and  to  explain  to  you  just  how  we  are  handi- 
capped by  your  requirement  and  tell  you  what  it  means  to  us^ 
then  you  can  weigh  any  value  to  you  of  these  reports  against  the 
trouble  and  expense  to  us,  and  if  you  still  believe  that  it  is  fair 
to  call  for  these  reports  we  will  furnish  them,  no  matter  what  it 
costs  us  in  the  way  of  time  or  trouble  or  expense.  But  I  think, 
if  you  can  get  the  information  as  well  as  may  be  necessary  in 
some  other  way,  you  should  do  so.  Our  books  are  always  open. 
We  don't  object  to  your  examining  them.  We  could  not  if  we 
wanted  to.  You  can  get  the  same  information  yourselves  in  the 
same  way,  so  that  you  can  get  the  meat  of  what  you  want.  That 
would  be  much  more  satisfactory  to  us. 

The  Chairman — I  will  let  Mr.  Stream  answer  your  objec- 
tions. 

Mr.  Stream — The  Food  Law  prohibits  taking  anything  more 
than  a  reasonable  profit  in  the  transaction  of  handling  foodstuffs, 
and  unless  those  who  are  engaged  in  the  handling  of  foodstuffs 
make  an  exhibit  of  their  transactions  to  the  authorities  at  Wash- 
ington the  law  is  worthless.  How  else  will  Washington  know 
whether  you  are  conforming  to  the  requirements  of  the  law? 
If  you  are  prepared  to  make  a  report  that  will  give  us  the  informa- 
tion and  give  us  that  report  within  a  reasonable  time,  why,  well 
and  good.  We  would  like  to  have  you  assist  us  in  forming  such 
a  report.  We  had  considerable  difficulty  in  trying  to  arrive  at  a 
uniform  report  that  would  cover  the  entire  grain  trade.  All 
grain  dealers  come  under  one  license — the  country  elevator 
dealer,  the  terminal  elevator  dealer  and  the  exporter  to  the 
Eastern  distributor,  and  in  our  attempt  to  prepare  that  form  of 
a  report  we  tried  to  cover  all  the  interests.  We  must  have  the 
reports. 

We  have  had  a  great  many  complaints  about  the  difficulties 
that  dealers  are  under  in  preparing  these  reports,  but  I  want  to 
tell  you  that  when  I  left  Washington,  the  other  day.  we  had  some 
four  or  five  thousand  reports  made  out  and  waiting  for  us  to  pass 
on.  If  you  can  prepare  a  report  that  will  be  more  simple  and 
that  will  give  us  the  desired  information  and  you  can  file  it 
with  us  every  three  months ;  we  will  be  glad  to  accept  any  such 
report  that  may  be  offered. 

Mr.  Ewe — Is  it  really  essential  that  the  different  classes  of 
grain  be  separated  in  the  DOO  report?  You  ask  for  a  separate 
report  on  wheat,  oats  and  grain,  and  you  ask  for  a  separate 
report  of  the  amount  of  freight  paid  on  each  of  those  individual 

237 


classes,  and  for  a  separate  report  on  the  food  volume  and  the 
amount  of  money  collected  for  that  grain,  and  also  on  the  earn- 
ings, I  am  told. 

Mr.  Stream — I  take  it  that  every  grain  man  keeps  his  wheat 
and  corn  and  oats  accounts  separately. 

Mr.  Ewe — That  is  true  when  you  have  a  merchandising  busi- 
ness, but  where  you  are  a  commission  man,  we  don't  keep  sep- 
arate accounts. 

Mr.  Stream — There  are  two  reports,  one  for  the  grain  dealer 
and  one  for  the  commission  merchant.     To  which  do  you  refer? 

Mr.  Ewe — I  refer  to  the  commission  merchant. 

Mr.  Stream — Do  I  understand  you  do  not  keep  a  grain  ac- 
count separate  in  your  commission  business? 

Mr.  Ewe — No. 

Mr.  Carkener — Everything  goes  into  the  grain  account, 
profits,  commissions,  freights  and  everything. 

Mr.  Dewey — Commission  merchants  do  not  buy  the  grain. 
They  get  a  commission.  There  is  no  necessity  for  a  grain  ac- 
count. It  is  no  difference  to  a  commission  man  whether  he  gets 
a  commission  for  selling  a  car  of  corn  or  a  car  of  oats  or  a  car 
of  wheat. 

Mr.  Stream — At  the  end  of  the  year,  can  you  tell  where 
your  commissions  come  from  under  that  system? 

Mr.  Dewey — We  cannot  tell  from  our  commission  account 
whether  it  came  from  corn  or  oats. 

Mr.  Stream — All  you  know  is  that  you  earned  a  commission  ? 

Mr.  Dewey — We  can  tell  where  it  comes  from,  from  our 
customers. 

Mr.  Stream — My  experience  is  that  it  is  the  general  custom 
to  keep  the  grain  separate  and  I  do  not  see  where  there  is  any 
more  difficulty  in  making  a  report  of  your  separate  grain  hand- 
lings than  in  bulk,  if  you  keep  your  accounts  in  that  way. 

Mr.  Sager — Although  you  have  just  stated  that  your  experi- 
ence indicated  that  the  diflFerent  grains  are  kept  separately,  I  am 
thoroughly  sure  that  is  not  the  general  practice  of  those  who  act 
as  commission  merchants  receiving  grain  on  consignment  from 
the  country  dealers.  We  have  no  occasion  to  keep  a  separate 
account  for  wheat,  corn,  oats,  rye,  etc.     We  simply  have  occa- 
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sion  to  make  returns  to  the  shippers  on  the  number  of  bushels, 
the  total  value,  the  total  freight  and  the  total  commissions  and 
charges.  That  would  be  comparatively  easy,  in  fact  very  easy 
for  commission  merchants  to  make  a  report  to  cover  that  up  to 
the  end  of  the  year  or  the  three  months'  period,  givmg  the  num- 
ber of  cars  and  the  amount  we  had  handled.  That  is  to  say,  we 
could  give  the  number  of  cars  of  oats  and  of  com  and  of  wheat 
and  then  aggregate  the  total  in  the  way  of  the  number  of  bushels 
handled,  if  necessary,  and  the  net  earnings  from  commissions. 
Would  not  that  answer?  All  you  want  to  know,  as  I  understand, 
is  how  much  our  earnings  are  and  what  the  volume  of  business 
is  that  we  do  on  which  those  earnings  are  predicated.  Would  it 
not  be  possible  for  you  to  provide  a  form  for  commission  mer- 
chants that  requires  that  we  simply  embody  the  total  number  of 
cars,  the  total  number  of  bushels  of  the  kinds  of  grain  that  were 
handled,  and  the  total  amount  of  freight  paid  and  other  charges 
and  the  total  commissions  received  for  doing  that  business?  If 
that  would  answer  your  purpose  it  would  simplify  our  work 
very  much. 

Mr.  Stream — That  would  answer  the  purpose,  but  when  the 
report  was  originally  drawn  it  was  with  the  idea  that  the  com- 
mission man  kept  his  cereals  separate.  Sometimes  you  have  a 
different  commission  rate  on  different  grains.  We  would  like 
in  that  event  to  know  what  your  earnings  were  on  each  class  of 
cereals. 

Mr.  Sager — I  can  say  that  I  have  instructed  my  office  force 
to  provide  that  information,  if  possible.  They  are  going  back 
through  the  whole  period  and  picking  out  the  different  items  and 
segregating  them,  but  it  is  quite  a  burden. 

Mr.  Smith — In  Texas  we  have  corn,  seed,  beans,  kaffir  corn, 
velvet  beans  and  various  other  kinds  of  grains.  My  books  are 
kept  by  a  trusted  employee  but  it  is  impossible  to  tell  what  we 
did  in  each  of  these  varieties  last  year.  We  have  been  working 
since  the  1st  of  April  to  tell  what  we  did  for  the  first  quarter 
and  we  hope  to  get  it  ready  for  you  by  May  15th,  although  I  am 
not  sure  we  can.  There  are  half  a  dozen  products  as  important 
as  grain  that  we  handle,  mill  products.  We  charge  everything 
we  buy  to  a  merchandise  account  and  we  credit  everything  we 
sell  to  a  merchandise  account  and  we  have  run  that  business  for 
13  years  in  that  way  and  I  don't  believe,  in  all  frankness,  I  can 
make  up  an  intelligent  report. 
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Mr.  Stream — It  will  be  difficult  for  the  Government  to  adapt 
itself  to  the  bookkeeping  of  each  grain  dealer.  If  you  also  are 
handling  food  stations  you  probably  are  operating  under  a  license. 

Mr.  Smith — I  am  operating  under  so  many  licenses  that  the 
bulk  of  our  time  is  occupied  in  filling  out  or  attempting  to  fill 
Administration  reports.  We  have  employed  an  extra  man  to 
help  out  and  one  stenographer  in  making  out  reports  like  these. 

Mr.  Pierce — Could  it  serve  the  purpose  of  the  Food  Ad- 
ministration if  these  reports  were  made  out  at  less  frequent  inter- 
vals ?    Is  there  not  some  longer  period  you  can  give  us  ? 

Mr.  Stream — Mr,  Pierce,  we  are  getting  some  reports  month- 
ly- 

Mr.  Pierce — Of  this  nature? 

Mr.  Stream — Yes,  indeed.  The  corn  millers  are  making  a 
monthly  report. 

Mr.  Smith — I  happen  to  be  a  member  of  the  Corn  Millers' 
Association  and  I  have  to  make  out  their  reports  because  I  handle 
velvet  beans,  but  I  don't  handle  anything  else. 

Mr.  Callahan — Is  there  any  chance  to  get  our  time  ex- 
tended ? 

Mr.  Stream — The  time  was  extended  from  April  15th  to 
May  15th.     Have  you  made  any  eflforts  to  prepare  your  report? 

Mr.  Callahan — I  might  explain  that  I  am  operating  a  pri- 
vate elevator.  If  you  ask  us  to  retroactively  go  back  to  the  1st 
of  January  to  pick  out  in  our  books  facts  that  we  did  not  provide 
for  in  advance,  we  will  find  that  very  difficult  if  not  impossible. 
I  am  working  on  it  but  I  think  it  will  be  a  task  that  will  take 
longer  than  May  15. 

Mr.  Stream — When  do  you  close  your  fiscal  year? 

Mr.  Callahan — June  1st.  The  problem  that  confronts  us  in 
response  to  your  request  is  one  that  presents  very  great  diffi- 
culties. 

Mr.  Stream — I  appreciate  there  is  a  very  great  hardship,  but 
without  these  reports  you  must  realize  that  the  effectiveness  of 
the  law  will  be  lost. 

Mr.  Price — I  am  a  farmer  and  not  a  bookkeeper,  but  we 
keep  our  books  and  take  off  a  monthly  balance.  When  we 
ship  anything  we  put  the  return  of  that  sale  to  the  credit  of 
grain,  but  we  do  not  separate  insurance  and  interest  and  such 
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things.  There  are  so  many  charges  on  those  accounts  that  it 
will  take  four  or  five  columns  to  separate  them.  They  are  all 
lost,  so  far  as  we  are  concerned,  though  we  put  them  against 
that  grain  and  that  car.  I  can  give  you  a  pretty  accurate  esti- 
mate of  each  grain  we  handle  by  taking  an  invoice  off  and  put- 
ting it  down  on  the  report  blanks,  but  to  put  it  on  the  form  you 
require  it  I  cannot  do  that. 

Mr.  Stream — What  will  be  your  difficulty  if  you  keep  your 
grain  separate  and  the  results  of  shipments  separate? 

Mr.  Price — Because  our  items  of  expenditures  are  altogether 
and  they  are  bunched.  We  do  not  know  what  freight  or  commis- 
sions we  paid  for  feed.  It  is  all  taken  from  that  one  item.  These 
results  that  you  ask  for,  if  given  to  you  as  required  by  the  card, 
will  require  an  enormous  amount  of  labor.  I  was  down  sick  with 
pneumonia  working  nights  and  Sundays  trying  to  get  ready  to 
make  that  report. 

Mr.  Stream — There  is  no  reason  when  you  ship  corn  or  oats 
or  wheat  to  the  market  you  cannot  show  what  your  net  return 
'was,  is  there? 

Mr.  Price — We  put  that  to  the  credit  side  of  the  wheat. 

Mr.  Stream — If  you  use  that  in  compiling  your  reports  that 
will  be  sufficient. 

Mr.  Price — The  footings? 

Mr.  Stream — Yes. 

Mr.  LiNDERHOLM — I  have  been  trying  to  bring  this  matter 
up  but  so  far  have  not  succeeded.  I  want  to  tell  you  that  we  are 
going  to  have  great  difficulty  and  it  will  be  impossible  absolutely 
to  give  you  a  report  of  our  condition  for  these  three  months 
very  intelligjently.  I  suppose  our  office  will  fill  out  a  statement 
to  the  best  of  their  knowledge  and  ability  but  I  question  whether 
J  can  swear  to  it. 

Mr.  Stream — You  are  not  asked  to  swear  to  it. 

Mr.  LiNDERHOLM — I  want  something  definite  so  I  can  tell 
them  what  is  necessary  for  the  DOO  report. 

Mr.  Stream — Is  all  your  difficulty  in  preparing  this  first  re- 
port? Will  you  be  able  to  prepare  the  second  report  now  that 
you  know  what  the  requirements  are? 

Mr.  LiNDERHOLM — Another  one  will  be  just  as  bad  as  the 
other. 
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Mr.  Stream — Will  you  be  prepared  to  make  that  report  after 
yourvsecond  period  on  the  present  form? 

Mr.  LiNDERHOLM — I  think  so — that  is,  I  don't  know  that  we 
will  be  able  to  give  it  to  you  as  you  ask  for  it  as  to  a  great  many 
(of  the  items,  but  we  will  be  able  to  give  you  exact  results  on 
business  at  that  time,  yet  we  cannot  do  that  now  although  we 
[take  a  fairly  close  inventory  the  1st  of  July  and  January. 

Mr.  Stream — Then  why  should  you  have  any  difficulty  in 
preparing  a  report  from  January  to  April  ? 

Mr.  LiNDERHOLM — We  have  altogether  too  much  grain  hang- 
ing over  and  not  entered  in  our  books  the  1st  of  April  to  even 
give  you  a  close  estimate  of  it. 

Mr.  Vincent — Do  you  think  your  purpose  will  be  served 
satisfactorily  if  your  first  quarterly  report  were  suspended  and 
included  in  the  six  months'  report  up  to  July  1st.  Hereafter  we 
could  give  you  a  quarterly  report  if  necessary.  I  think  then 
everybody  in  the  grain  business  would  have  a  chance  to  readjust 
their  systems  of  bookkeeping,  which  now  vary  greatly,  so  after 
July  1st  this  bookkeeping  system  might  be  so  arranged  as  to 
furnish  the  infomiation  you  desire  and  exactly  as  you  desire  it. 

Mr.  Moore  of  Kansas  City — Our  fiscal  year  ends  the  last  of 
May.  If  we  could  arrange  to  make  these  reports  after  the  begin- 
ning of  our  fiscal  year  that  would  greatly  aid  us.  My  case  is  only 
one  of  a  great  many. 

Mr.  Stream — I  do  not  know  where  we  would  begin  or  end 
if  we  had  to  make  concessions  to  every  one  who  had  a  peculiar 
and  unsatisfactory  system  of  bookkeeping,  or  who  had  a  peculiar 
time  for  closing  his  books.  It  seems  to  me  that  the  dealers  and 
the  trade  must  adapt  themselves  to  the  requirements  of  the  Gov- 
ernment, rather  than  the  Government  adapt  itself  to  the  peculiar 
conditions  in  which  the  dealers  and  trade  keep  their  books  and 
end  up  their  fiscal  year.  We  want  an  intelligent  report  of  your 
operations.  If  you  can  give  us  a  quarterly  report  showing  net 
results  of  your  operations,  quantity  of  grain  handled  and  amount 
of  your  expenditures,  that  is  what  we  are  trying  to  get  at.  If 
you  can  give  us  that  that  will  satisfy  us.  I  am  willing  to  leave 
it  to  you  to  prepare  the  report.  I  am  willing  to  let  you  go  on 
and  furnish  us  that  general  information  for  the  present,  with 
the  understanding  that  you  hereafter  adapt  your  systems  of 
bookkeeping  so  that  they  will  be  applicable  to  the  requirements 
of  these  forms,  in  order  to  give  us  definite  information  as  to 
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your  business.     W'e  do  not  care  to  hold  you  down  to  any  par- 
ticular form.    What  we  are  trying  to  get  at  is  the  result. 

Mr.  Sherwood — I  think,  perhaps,  the  trouble  is  due  to  the 
fact  that  the  request  for  the  reports  are  for  business  for  the 
three  months  that  have  transpired,  without  our  having  previous 
knowledge  of  what  the  requirements  might  be.  Most  of  the 
flour  mills  find  it  hard  to  adapt  themselves  to  the  form  of  the 
reports  required  for  the  first  three  months,  and  this  is  especially 
true  so  far  as  the  thirty-day  report  is  concerned.  After  having 
experience  for  a  month  or  two,  I  think  they  all  can  satisfy  your 
requirements.  I  think  that  a  great  many  of  the  bookkeeping 
systems  are  such  that  the  millers  and  traders  will  find  it  hard  to 
adapt  themselves  to  the  particular  form  furnished.  But  if  that 
form  is  to  be  adopted  and  if  practicable,  I  see  no  objection  to  it. 
They  could  follow  it  in  the  future.  But  in  our  office  we  have  had 
one  Dickens'  of  a  time  getting  the  information  from  our  books. 

Mr.  Mullen — Situated  as  we  are  in  different  parts  of  the 
country,  we  handle  almost  every  kind  of  grain.  We  keep  a  sepa- 
rate account  of  the  number  of  pounds  of  each  kind  of  grain  we 
handle.  I  might  say  that  in  manufacturing  that  grain  we  are 
often  called  upon  to  mix  our  corn  and  oats.  We  do  not  weigh  the 
corn  and  oats  before  we  mix  them.  We  put  in  a  proportion  of 
each  that  we  think  will  be  satisfactory.  It  is  difficult  for  us  to 
say  how  much  we  make  on  corn  and  oats  separately.  Will  it  be 
satisfactory  if  we  show  the  number  of  pounds  of  every  kind  of 
grain  we  handle  and  the  profit  we  have  made  altogether  on  corn, 
oats  and  barley? 

Mr.  Stream — You  mean  upon  all  grains? 

Mr.  Mullen — Yes,  because  they  are  handled  together  and 
the  classes  go  in  as  one.    Would  that  be  satisfactory? 

Mr.  Stream — We  much  desire  a  report  on  each  cereal,  if  pos- 
sible. 

Mr.  ^Mullen — How  would  it  be  possible  to  get  at  that? 

Mr.  Stream — The  same  man  handle?  both. 

Mr.  Mullen — They  are  not  handled  separately  all  the  way 
through.  The  question  of  insurance  and  taxes  and  interest  and 
repairs  and  storage  and  all  that  is  put  together  in  one  expense. 

Mr.  Stream — You  do  not  separate  your  expense  account? 

Mr.  Mullen — No,  it  is  mixed  together  and  handled  together. 
We  cannot  separate  the  expenses  at  all.     I  do  not  see  how  we 
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can.  We  cannot  estimate  it  according  to  the  number  of  pounds 
of  the  different  grains  we  handle.  We  can  show  that  it  costs 
so  much  per  hundredweight  and  we  can  show  how  much  it  costs 
to  handle  our  grain  and  then  we  could  divide  that  up  in  propor- 
tion to  hundredweights. 

Mr.  Stream — We  have  been  doing  it  as  I  have  stated  in  the 
past.  If  we  handle  a  hundredweight  of  corn  and  oats  all  the 
way  through,  that  is,  show  the  cost  of  corn  per  hundredweight 
all  the  way  through,  and  then  find  our  total  expenditures  and 
segregate  it  from  our  wheat  and  oats  and  barley  and  then  divide 
it  up  in  hundred  pounds  and  in  that  way  give  you  a  fair  estimate 
of  the  cost  of  the  different  grains,  would  not  that  be  satisfactory? 
But  it  will  be  nothing  but  a  rough  estimate  at  the  very  best.  We 
could  not  give  you  an  accurate  account,  sir.  I  would  be  pleased 
to  talk  to  you  differently  but  I  don't  see  how  it  is  possible. 

Mr.  Stream — Have  you  reference  to  your  milling  oats? 

Mr.  Mullen— Yes. 

Mr.  Stream — Are  you  making  a  report  as  a  corn  miller  now? 

Mr.  Mullen— Yes. 

Mr.  Stream — Are  you  making  a  report  of  your  operations  as 
a  corn  miller? 

Mr.  Mullen — Yes,  I  think  so.  A  portion  of  it  is  handled 
as  a  mill  product  and  a  portion  of  it  is  handled  as  feed. 

Mr.  Stream — These  reports  we  refer  to  are  to  show  the  re- 
sults of  your  handling  of  grain  and  not  the  milling  end.  If  you 
already  made  a  report  on  your  milling  operations  that  is  separate 
from  grain. 

Mr.  Mullen — We  handle  bulk  grain  and  stock  grain;  in 
other  words,  a  portion  goes  out  as  stock. 

Mr.  Stream — You  keep  the  results  of  your  grain  transactions 
separate  from  your  milling  transactions  ? 

Mr.  Mullen — Yes,  separate  from  our  milling  of  flour  but 
not  from  corn  or  oats.  If  we  give  that  all  together  will  that 
be  satisfactory?     I  don't  see  how  we  can  give  it  to  you  otherwise. 

Mr.  Stream — In  other  words,  you  combine  both  your  cash 
grain  business  and  your  coarse  grain  milling  business  in  one  ? 

Mr.  Mullen — Well,  it  is  all  one,  some  is  in  bulk  and  some 
in  stocks  and  some  is  ground  and  shipped. 

244 


Mr.  Stream — Would  it  be  possible  for  you  to  separate  the 
results  of  your  grain  business  from  your  milling  business,  your 
com  and  oat  business? 

Mr.  Mullen — It  would  be  very  difficult  indeed.  I  do  not 
hardly  know  how  to  do  it,  except  as  I  have  explained  to  you  just 
now. 

Mr.  Stream — How  do  you  make  your  corn  milling  report 
now? 

Mr.  Mullen — I  could  not  answer  you  myself  but  I  know 
they  are  making  a  separate  corn  milling  report. 

Mr.  Stream — But  it  must  necessarily  follow,  if  you  now  are 
making  a  mill  report  of  the  results  of  your  operations  as  a  miller, 
you  must  separate  that  from  your  grain  handling.  What  we 
want  is  your  grain  handling  transactions.  You  have  already  sep- 
arated that  when  you  make  your  corn  miller  reports  ? 

Mr.  Mullen — You  mean  the  grain  mill  report? 

Mr.  Stream — Yes. 

Mr.  Mullen — A  portion  of  that  goes  into  feed  and  a  portion 
of  it  into  grain,  but  as  to  oats  and  barley  and  all  that  dry  farm 
stufif,  we  cannot  keep  that  separate  without  a  great  deal  of  trouble. 
For  instance,  we  have  been  buying  all  year  and  some  of  it  has 
been  mixed  and  ground.  We  could  not  tell  you  what  the  profit 
has  been  on  that.  We  can  give  you  the  number  of  pounds  of 
each  kind  without  very  much  trouble  and  could  give  you  the  net 
profit  on  it  altogether. 

Mr.  Stream — Do  you  grind  barley? 

Mr.  Mullen — Yes. 

Mr.  Stream — Do  you  grind  oats? 

Mr.  Mullen — Yes. 

Mr.  Stream — And  the  results  of  that  grinding,  do  you  reporl 
on  that? 

Mr.  Mullen — No,  sir. 

Mr.  Stream — There  are  blank  reports  required  for  barley 
and  oats  when  milled. 

Mr.  Mullen — When  I  say  barley  milling,  we  are  making 
some  barley  flour. 

Mr.  Stream — Do  you  make  out  the  DA-9  or  the  A-9  report 
for  manufacturing  foodstuffs  and  selling  foodstuffs? 
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Mr.  Mullen — I  don't  know.  There  are  so  many.  I  guess 
I  will  sit  down  and  do  the  best  I  can. 

Mr.  Stream — There  is  such  a  report. 

Mr.  Mullen — I  don't  doubt  it.  Did  you  ever  try  to  keep 
these  reports? 

The  Chairman — We  have  4,000  of  them. 

Mr.  Mullen — We  are  doing  the  best  we  can. 

Mr.  Stream — The  reason  I  ask  these  questions  is  that  there 
is  a  great  deal  of  corn  handling  and  feed  business  done  by  the 
dealers  here  in  the  East  and  they  could  not  separate  their  grain 
business  or  feed  business,  but  we  told  them  they  could  combine 
their  reports  in  a  foodstuff  report.  If  you  are  making  such 
reports  you  may  combine  your  grain  business  with  your  feed- 
istuffs. 

Mr.  Mullen — If  you  treat  us  out  West  as  well  as  you  do 
the  dealers  in  the  same  business  down  East  it  will  be  all  right. 

Mr.  Stream — That  is  what  we  do  with  the  Eastern  dealers. 
We  tell  them  to  combine  their  business  in  one  report  where  they 
cannot  separate  it. 

Mr.  Mullen — As  a  feed  report? 

Mr.  Stream — Yes. 

Mr.  Mullen — That  will  be  easy. 

Mr.  Lindholm — We  do  not  keep  separate  accounts  of 
fthe  different  things.  When  I  left  home  they  said  it  was  possible 
to  make  up  an  estimate  of  business  for  three  months  combining 
the  different  kinds  of  grain  that  we  deal  in.  But  suppose  we 
cannot  make  up  that  report  showing  the  different  grains,  can 
we  eliminate  those  items  and  give  you  what  we  have? 

Mr.  Stream — The  report  as  drawn  was  to  cover  all  the  grain 
field. 

Mr.  Linderholm — We  do  some  mixing  but  we  do  not  do 
any  grinding.     We  do  some  elevating. 

Mr.  Stream — Do  you  do  that  for  the  trade? 

Mr.  Linderholm — Occasionally  and  it  is  included  in  our 
transfer  but  we  have  no  report  of  what  that  costs  nor  have  we 
a  record  of  it.  Our  expenses  are  all  kept  in  a  lump  sum.  The 
idea  I  had  in  mind  was  to  give  you  an  exact  statement  of  our 
business  as  if  we  were  to  close  that  up  as  soon  as  we  can  esti- 
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mate  the  cars  outstanding,  just  as  we  make  up  a  statement  for 
ourselves.    I  don't  know  how  we  can  go  any  further. 

Mr.  Stream — If  you  operate  your  elevator  for  the  trade,  is 
it  not  possible  for  you  to  keep  separate  your  earnings  from  such 
earnings  ? 

Mr.  LiNDERHOLM — We  have  an  elevation  account  that  in- 
cludes not  only  transferring  but  the  railroad  elevation  that  we 
get  out  of  the  transferring.    That  is  all  in  one  account. 

Mr.  Stream — Are  you  performing  that  for  the  trade  or  for 
yourselves  ? 

Mr.  LiNDERHOLM — For  both.  We  do  very  little  for  the  trade. 
Most  of  it  is  done  for  our  own  account. 

Mr.  Stream — There  is  no  necessity  for  your  filling  out  that 
report  calling  for  your  operations  in  mixing  and  drying  and 
cleaning,  if  you  perform  that  for  yourselves.  That  goes  in  the 
result  of  your  elevation  operations. 

Mr.  LiNDERHOLM — In  other  words,  you  tell  me  if  I  give  you 
an  exact  statement  of  business  done  principally  for  ourselves 
that  it  would  cover  what  you  want? 

Mr.  Stream — As  I  understand  you  to  say,  practically  all  of 
your  business  operations  have  been  for  yourselves? 

Mr.  LiNDERHOLM — Yes.  We  have  an  account  in  our  books 
showing  what  we  got  for  transferring,  but  how  many  bushels 
I  question  whether  we  can  give  that  without  an  undue  amount 
of  work.  You  would  have  to  go  through  every  item  from  the  1st 
of  January  to  get  that. 

Mr.  Stream — That  covers  only  three  months'  operations.  I 
don't  see  why  you  should  have  much  difficulty. 

Mr.  LiNDERHOLM — Do  vou  appreciate  the  number  of  items 
that  go  through  our  journals  every  month  operating  a  terminal 
elevator?    Our  business  is  not  very  large,  compared  to  others. 

Mr.  Stream — I  know  I  never  had  any  difficulty  in  determin- 
ing the  results  from  corn,  wheat  or  oats  accounts  shipped  at  the 
end  of  any  day. 

Mr.  LiNDERHHOLM — I  ncvcr  figured  that  close  this  year. 

Mr.  Stream — Your  operation  is  a  three  months'  operation, 
not  a  year's  operation. 

Mr.  LiNDERHOLM — I  Understand. 
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Mr.  Stream — We  have  had  a  great  many  complaints  that 
reports  could  not  be  made  out,  that  they  were  too  difficult  and 
cumbersome,  but  in  every  instance,  when  we  demanded  them 
and  said  they  had  to  be  made  out,  they  have  found  a  way.  We 
had  one  fellow  in  the  East  say  he  would  rather  go  out  of  business 
than  make  a  report.  He  tells  us  now  that  he  is  preparing  a  report 
and  that  it  is  costing  him  $600,  but  it  is  a  very  complete  report. 

Mr.  LiNDERHOLM — Then  if  I  tell  the  boys  to  make  the  report 
by  the  15th  of  May  that  is  what  is  expected  of  me? 

Mr.  Stream — Yes. 

Mr.  LiNDERHOLM — That  is  what  I  want  to  know. 

Mr.  CoRNEiLSON — Are  these  reports  required  by  those  not 
licensed  ? 

Mr.  Stream — If  you  are  not  licensed  as  a  grain  dealer  you 
do  not  need  these  reports.  These  reports  must  be  made  by 
licensed  grain  dealers. 

Mr.  Tyng — Where  our  business  is  a  commission  business  and 
done  without  direct  ownership,  is  a  report  of  that  required? 

Mr.  Stream — The  result  of  commission  operations  must  be 
reported  and  the  report  must  be  filed  by  May  15th. 

Mr.  Shorthill — In  this  report  for  elevator  operations  you 
ask  for  stock  on  hand.  How  near  do  you  expect  these  people 
to  adhere  to  an  exact  inventory  of  stock  on  hand?  You  will 
realize  that  a  running  daily  inventory  does  not  tell  the  story  on 
account  of  shrinkage,  and  that  sort  of  thing.  Sometimes  that  is 
very  heavy.  Sometimes  that  is  very  heavy  on  the  same  kind  of 
grain,  heavier  than  on  others.  The  result  cannot  be  told  without 
taking  an  exact  inventory.  How  near  do  you  expect  operators 
to  confine  themselves  to  an  exact  inventory?  There  are  times 
when  a  country  elevator  cannot  inventory  for  90  days  at  a  time. 
It  is  impossible  to  do  that  without  shutting  down,  and  at  times 
it  is  impossible  for  them  to  shut  down  for  90  days. 

Mr.  Stream — What  is  the  difficulty  ? 

Mr.  Shorthill — They  get  full  up  to  the  roof  and  cannot 
move  it. 

Mr.  Stream — Their  books  show  what  they  have  taken  into 
the  house. 

Mr.  Shorthill — I  am  asking  you  how  near  you  want  them 
to  report  exactly  what  is  in  their  houses  ?    You  know  it  is  impos- 
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sible  to  report  what  the  profit  is  until  they  know  what  their 
shrinkage  and  other  losses  amount  to  and  because  of  their 
indeterminate  knowledge  of  shrinkage  they  do  not  know  that. 
Now,  how  close  do  you  expect  them  to  come  to  an  inventory 
when  it  is  a  physical  impossibility  ? 

Mr.  Stream — They  are  not  expected  to  weigh  up. 

Mr.  Shorthill — Then  what  will  satisfy  you — a  statement  of 
receipts  and  shipments? 

Mr.  Stream — What  sort  of  a  statement  would  an  elevator 
man  draw  up  for  himself  to  satisfy  himself  as  to  the  result  of 
his  business  operations? 

Mr.  Shorthill — In  a  case  of  that  kind  we  can  do  nothing  but 
approximate  it.  We  usually  wait  until  the  end  of  the  year  to 
tell  where  we  are  at,  and  then  sometimes  we  get  caught  and  have 
to  wait  90  days  to  make  a  settlement. 

Mr.  Stream — You  know  a  country  grain  dealer  can  come  very 
close  to  estimating  his  stock  on  hand. 

Mr.  Shorthill — I  am  talking  about  those  times  when  it  is 
a  physical  impossibility. 

Mr.  Stream — Tell  him  to  make  up  a  report  and  if  his  consci- 
ence worries  him  about  his  report  to  add  a  letter  to  the  report 
explaining  how  he  arrived  at  his  inventory  and  figures. 

Mr.  Shorthill — But  you  want  some  kind  of  an  inventory? 

Mr.  Stream — That  will  disclose  his  operations  for  the  three 
months. 

Mr.  Shorthill — And  you  want  to  know  each  class  of  com- 
modities? 

Mr.  Stream — Yes,  in  other  words,  give  me  the  gross  results 
on  his  grains  with  his  total  expenses. 

Mr.  Shorthill — Of  each  kind? 

Mr.  Stream — Yes. 

Mr.  Price — It  would  be  to  separate  your  expense  account 
into  a  wheat,  oats  and  com  account? 

Mr.  Stream — No. 

Mr.  Price — Then  we  do  not  have  to  separate  those  accounts 
that  way? 

Mr.  Stream — No. 
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Mr.  Price — Then  it  will  be  no  trouble  to  fill  these  out. 

Mr.  Stream — Do  you  imagine,  Mr.  Shorthill,  that  the  country 
elevator  man  will  have  any  difficulty  in  making  out  a  report  for 
the  second  period? 

Mr.  Shorthill — I  think  that  the  report  is  hedged  about 
with  a  great  lot  of  difficulties  by  being  gotten  up  in  one  form  for 
the  entire  country  trade.  It  is  necessarily  complicated  and  con- 
fusing. There  are  difficulties  and  differences  which  we  recognize 
as  well  as  you  that  have  to  be  adjusted.  What  I  am  asking  you 
is  what  kind  of  an  answer  shall  I  make  to  business  men  who  ask 
those  questions  ?  I  am  not  criticising  but  I  want  a  definite  answer 
to  know  what  is  expected. 

Mr.  Stream — In  arriving  at  his  inventory  let  him  do  the  best 
he  can  and  make  a  report  to  that  effect  and  tell  us  how  he  arrived 
at  it. 

Mr.  Callahan — It  says  that  all  inventories  must  be  based 
on  costs  and  not  on  the  market  or  replacement  value.  Going  back 
to  the  1st  of  January  and  running  down  to  the  following  three 
months  will  make  that  a  very  difficult  problem. 

Mr.  Stream — If  your  books  were  kept  in  proper  form  it 
would  not  be  difficult.  I  appreciate  your  difficulty  in  making  a 
start  and  arriving  at  an  inventory  based  on  actual  cost.  If  you 
will  prepare  your  inventory  and  tell  us  how  you  arrived  at  the 
value  that  is  all  that  is  necessary. 

Mr.  Callahan — How  can  the  actual  costs  be  ascertained  ? 

Mr.  Stream — But  we  will  expect  your  next  report  to  show 
the  actual  cost. 

Mr.  Callahan — We  cannot  show  the  actual  cost. 

Mr.  Shorthill — That  is,  we  shall  show  the  actual  value  of 
wheat  at  the  time  the  report  is  made,  the  market  value  ? 

Mr.  Stream — No.  You  start  out  with  your  inventory  on 
January  1st.  I  appreciate,  in  arriving  at  that  inventory,  most 
grain  dealers  have  taken  the  market  value  of  stocks  on  hand  on 
that  date  and  it  would  be  impossible  to  arrive  at  the  actual  cost 
of  that  inventory,  and  I  should  in  starting  my  report  certify  that 
that  value  of  the  stock  on  hand  January  1st  represents  the  market 
value  on  that  day.  But  we  will  expect  your  next  report  to  show 
the  inventory  and  actual  cost. 
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Mr.  Callahan — Are  you  not  always  in  the  same  position  so 
far  as  ascertaining  actual  cost  is  concerned?  Here  is  the  grain 
that  has  changed  identity  twenty  times.  I  don't  know  to-day 
what  the  identity  of  all  the  grain  in  a  certain  bin  is.  I  tell  you 
frankly,  and,  of  course,  without  criticism  that  I  don't  know,  and 
I  would  like  to  have  some  one  tell  me  how  to  find  out.  I  don't 
believe  there  is  a  single  grain  dealer  or  a  corn  dealer  in  the  coun- 
try who  can  tell  the  different  costs  of  the  grains  in  bins. 

Mr.  Shorthill — If  a  shipper  handles  wheat,  corn  and  oats 
and  if  he  gives  to  you  the  amount  that  he  paid  on  the  receipt  of 
that  stock,  on  each  class,  and  his  expense  account,  will  that  be 
sufficient  ? 

Mr.  Stream — Yes. 

Mr.  Cassity— Does  that  apply  to  wheat? 

Mr.  Stream — Only  to  coarse  grains. 

Mr.  DoRSEY — I  want  to  offer  a  vote  of  thanks  for  the  South 
and  for  Texas,  for  the  entire  United  State?  to  Mr.  Barnes,  Presi- 
dent of  the  Grain  Corporation,  and  to  his  associates  for  extending 
an  invitation  to  the  various  branches  of  the  grain  trade  to  come 
to  New  York  and  have  this  conference.  I  feel  it  is  going  to  be 
worth  a  great  deal  to  our  Government  and  it  will  be  worth  some- 
thing, I  am  sure,  to  the  Food  Administration  to  have  the  views 
of  the  various  grain  people  as  expressed  hede.  I  am  sure  that 
Mr.  Barnes'  explanation  of  a  number  of  questions  that  have  come 
up  here  will  be  beneficial  to  our  trade  and  those  who  attended 
this  conference,  and  will  be  beneficial  to  the  Food  Administra- 
tion in  a  closer  co-operation  in  the  Grain  Trade.  For  that  rea- 
son, Mr.  Stream,  I  want  to  offer  a  rising  vote  of  thanks  to  Mr. 
Barnes  and  to  his  associates  for  giving  us  this  opportunity  to 
hold  this  conference.     (Many  seconds.) 

Mr.  Sager — I  think  that  should  be  for  the  entire  Grain  Trade 
of  the  United  States.  If  that  is  so  I  certainly  want  to  add  my 
second  to  the  motion. 

Mr.  Dorsey — It  certainly  is  so. 

Mr.  Stream — All  those  in  favor  of  the  motion  will  rise. 
(Every  man  in  the  room  rises  and  great  applause.)  The  motion 
is  carried  unanimously. 

Are  there  any  more  questions  on  COO  and  DOO  ?  I  believe 
if  every  grain  dealer  will  try  to  make  out  an  honest  report,  a 
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report  to  the  best  of  his  ability,  and  certify  to  that  effect  there 
will  be  nothing  to  fear. 

The  Chairman — Gentlemen,  I  thank  you  for  your  kind  ex- 
pression and  I  want  to  thank  you  all  for  coming.  You  have 
done  us  a  lot  of  good.  I  am  obliged  to  you  for  coming.  I  hope 
you  have  profited  enough  by  it  so  that  if  you  are  invited  again 
you  will  respond  in  the  same  generous,  whole-hearted  way  (g^reat 
applause) . 

Conference  adjourned. 
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